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THEATER FORCES FRANCE 





BUDGET FOR NUCLEAR, AIR, LAND, SEA FORCES FOR 1982 DETAILED 


Paris SERVICE D' INFORMATION ET DE RELATIONS PUBLIQUES DES ARMEES in French 
(date unknown) not paginated 


[Pamphlet by the Armed Forces Information and Public Relations Service: 
"Defense in Figures for 1982"] 


A. Armed Forces in 1982 
Nuclear Forces 


Budget (19.3 percent) 


Operations 4,322 MF [million francs] Military personnel on 

active duty 17,176 
Equipment 19,349 MF 

Drafted military personnel 11,804 
Total 23,671 MF 

Civilian personnel 11,057 

Total 40,037 
Strategic Air Force (FAS) 
1. One battery, that is, nine ground-to-ground strategic ballistic missiles 
(Albion) equipped with S-3 missiles (more specifically, the battery is now 
being modernized and will receive S-3 missiles in 1982). 


2. Two bomber squadrons (34 Mirage IV aircraft). 

3. One in-flight refueling squadron (11 C 135 aircraft). 

Strategic Ocean Force (FOST) 

|. Five nuclear submarines carrying 16 sea-to-ground strategic ballistic 


missiles equipped with M 20 thermonuclear warheads; one missile-launching 
nuclear submaine undergoing major careening. 

















Tactical Nuclear Force (ANT) 
1. Air force: a. Two Mirage IIIE squadrons; 
b. Three Jaguar squadrons; 
c. Four penetration assistance squadrons. 


?. Ground force: Five Pluton [Pluto] regiments. 


3. Sea force: Two aircraft carriers; one Super Etandard aircraft-carrying 
flotilla. 


Research and Development; Production and Testing 
These involve nuclear payloads, missiles and their environment. The fall 
under the jurisdiction of the General Delegation for Armament, the Atomic 
Energy Commission, and the Nuclear Testing Centers. 

Comparison of Strategic Nuclear Potential Capabilities 
Weapons system USA USSR FRANCE BRITAIN PRC 
Land-based missiles: 


Intercontinental 1,052 1,398 4 
Intermediate-range 610 9 130 


Missile-launching nuclear 


submarines 36 84 5 4 

Ship-borne missiles 576 989 64 64 

Bombers: 

Strategic 316 150 

Intermediate-range 60 500 34 48 90 


Ground Forces 


Budget (19.0 percent) Personnel (33.6 percent) 
Operations 12,866 MF Military personnel on active duty 70,424 
Draftei military personnel 160,794 
Equipment 10,516 MF 
Civilian personnel 10,769 
Total 23,382 MF 
Total 241,987 














Major Units 


Headquarters Headquarters 4th Armored Division (Nancy) 
I Army I Army Corps oth Armored Division (Strasbourg) 
(Strasbourg) (Metz) 7th Armored Division (Besancon) 


10th Armored Division (Chalons-sur Marne) 


Headquarters lst Armored Division (Treves) 
II Army Corps 3rd Armored Division (Fribourg) 
(Baden [Germany] ) Sth Armored Division (Landau) 


Other major units 


Headquarters 
III Army Corps (St. Germain-en-Laye) 2nd Armored Division (Versailles) 


(This headquarters can direct the operations of several other major units) 





8th Infantry Division (Amiens) 

12th Infantry Division (Rouen) 

14th Infantry Division (Lyons) 

\5th Infantry Division (Limoges) 

9th Naval Infantry Division (St. Malo) 

llth Paratrooper Division (Pau) 

2/th Alpine Division (Grenoble) 

31st Combat Unit consisting of two regiments 


Major equipment 


1,085 AMX 30 battle tanks; 609 AMX 10P and PC armored cars; 105 AMX 10 RC 
armored cars; 1,358 armored attack vehicles; 134 AMX 30-tank repair vehicles; 
1,350 Milan antitank missiles; 85 Roland ground-to-air missile units; 292 SA 
330, 341, and 342 helicopters. 


Air Force 
Budget (12.7 percent) Personnel (7.6 percent) 
Operations 6,964 MF Military personnel on active duty 30 ,548 
Drafted military personnel 22,229 
Equipment 8,669 MF 
Civilian personnel 2,016 
Total 15,633 MF 
Total 54,793 


Tactical Air Force (FATAC) 
Seven squadrons (Colmar, Dijon, Luxeuil, Nancy, St. Dizier, Strasbourg, Toul). 


171 Mirage III aircraft; 30 Mirage V-F aircraft; 144 Jaguar aircraft (including 
the nine squadrons operating for the Tactical Nuclear Force). 

















Air Defense Force 

Pour squadrons (Creil, Cambrai, Reims, Or:nge). 

34 Mirage III aircraft; 132 Mirage F-1 aircraft. 

Air Transport (COTAM [Military Air Transport Command] ) 
Four squadrons (Villacoublay, Evreux, Orleans, Toulouse). 


39 Transall aircraft; 4 DC-8 aircraft; 59 Nord 2501 aircraft; 94 helicopters. 


Naval Forces 
Budget (12.1 percent) Personnel (5.4 percent) 
Operations 7,205 MF Military personnel on active duty 25,305 
Drafted military personnel 8,910 

Equipment 7,635 MF Civilian personnel 4,114 
Total 14,840 MF Total 38 , 329 
Naval Combat Forces 
1. Two major commands-- 

a. Mediterranean (Toulon); 3 aircraft carriers; 37 war vessels; 

b. Atlantic (Brest). 20 submarines; 90 ship-borne aircraft; 


32 maval patrol aircraft; 39 helicopters. 
2. Several naval air bases-- 


Landivisiau, Lanveoc, Lann-Bihoue, Nimes, Hyeres, St. Mandrier, St. Raphael. 
Naval and Operational Transport Force 
45 vessels; 
139 support and training aircraft. 


Gendarmerie 


Budget (7.9 percent) Personnel (9.8 percent) 
Operations 8,903 MF Military personnel on active duty 66,865 
Drafted military personnel 2,782 
Equipment 825 MF 
Civilian personnel 621 
Total 9,728 MF 
Total 70,268 

















erritorian gendarmerie--total, 43,083 


men divided as follows: 


3,600 territorial brigades; 


291 spectalized brigades; 
investigation sections; 

91 surveillance and mobile 
force platoons; 


mountain units. 


a) 
oo hes 


Budget (3.0 percent) 


Other units--total, 4,020 men divided 


as follows: 


Republic Guard; 
Air Transport Gendarmerie; 


Gendarmerie of the FFA [French Forces in 


Germany | 
Ordinance Gendarmerie. 


Major equipment used: 


33 AMX all-terrain vehicles; 
121 AML [light armored cars]; 
133 wheeled armored vehicles; 

37 AMX 13 tanks; 

36 helicopters; 

6 light aircraft. 


Personnel (2.6 percent) 


Operations 3,021 MF Military personnel on active duty 
Drafted military personnel 


Equipment 686 MF 


Civilian personnel 


Total 


-ix majer commands: 


French West Indies; Guiana, Polynesia, southern Indian Ocean, New Caledonia, 


Two autonomous commands: 


ench forces stationed in Djibouti; Cape Vert support center. 


Port Bouet (Ivory Coast) and Libreville (Gabon). 


Major equipment: 


157 light armored vehicles (ground forces, gendarmerie); 35 aircraft (air force, 
including 10 for the navy); 41 helicopters (ground forces, air force, 
‘rondarmerie, navv); 50 naval craft. 

















B. Support Services in 1982 


Research and testing 


Budget (4.1 percent) Personnel (2.7 percent) 
Operations 1,810 MF Military personnel on active duty 4,367 
Drafted military personnel 2,399 
Equipment 3,243 MF 
Civilian personnel 13,120 
Total 5,053 
Total 19,886 


The above involve operations in laboratories, testing centers, firing ranges, 
and research centers. 


Training units 


Budget (8.3 percent) Personnel (11.4 percent) 
Operations 7,209 MF Military personnel on active duty 45,338 
Drafted military personnel 30,854 
Equipment 2,940 MF 
Civilain personnel 5,377 
Total 10,149 MF 
Total 81,569 


The above involve operations at schools of the three armed services, of the 
gendarmerie, and of the military health service. Also, at advanced 
inter-service schools, polytechnic and ordnance schools, and military 
preparatory schools. 


Personnel Support 


Budget (5.4 percent) Personnel (6 percent) 
Operations 6,031 MF Military personnel on active duty 14,327 
Drafted military personnel 9,048 
Equipment 612 MF 
Civilain personnel 19,363 
Total 6,643 MF 
Total 42,738 


The above involve the army service corps and commissaries, military health 
service, social action, national service, cadres’ accomodations, and 
offsetting payments to the French National Railroads. 











Equipment support 


Budget (4.3 percent) Personnel (11.4 percent) 
Operations 4,284 MF Military personnel on active duty 13,257 
Drafted military personnel 5,912 
Equipment 953 MF 
Civilian personnel 62,653 
Total 5,237 MF 
Total 81,822 


The above involve materiel, infrastructural, transport, and transit agencies. 


General administration 


Budget (3.8 percent) Personnel (4.0 percent) 
Operations 3,930 MF Military personnel on active duty 12,581 
Drafted military personnel 4,870 
Equipment 728 MF 
Civilian personnel 11,990 
Total 4,658 MF 
Total 29,441 


The above involve headquarters, organs of the central adminstration, and some 
inter-service agencies. 
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Breakdown of the Defense Budget (in percentages) 


6. Overseas forces 

7. Equipment support 

8. Training units 

9. Personnel support 

10. Research and testing 
11. General adminstration 











Defense Budget for 1982 (in millions of francs) 














Budgetary Operations Equipment Total Payments In Percent- Program 
subheads Title III Title V Credits age Authorizations 
Ground 

forces 23,334 13,719 37,053 30.2 19,484 

Air Force 12,913 13,948 26,861 21.9 19,797 
Navy 11,530 11,489 23,019 18.7 13,488 
Gendarmerie 10,476 1,050 11,526 9.4 1,149 
Joint 

subhead 8, 300 16,096 24,396 19.8 18, 380 
Total 66,553 56, 302 122,855 100.0 72,298 


The above figures do not include pensions and contributions to the 
Public Workers Fund, both adminstered by the Ministry of Budget. 








(1) 


REMUNE RATIONS ET 
CHARGES SOCIALES 





(6) 


Figure 2. Use of Defense Credits (in percentages) 


Key: 
1. Remunerations and social expenditures 5. Production 
2. Current expenditures 6. Infrastructure 
3. Operations and operational inventories 7. Operations 
4, Research and development 8. Equipment 
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Evolution of the Budget since 1977 





Millions of Percentage of Gross 
Year _ francs _ Domestic Mercantile Product* 
1977 58,412 3.54 
1978 67,654 3.62 
1979 77,111 3.61 
1980 88,602 3.69 
1981 104,443 3.86 
1982 122,855 3.90 


*The Gross Domestic Mercantile Product represents the total of gross value added 
(including the Value Added Tax) of retail goods and services and may be 
estimated as averaging 88 percent of the Gross Domestic Product. 
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Figure 3. Breakdown Between Operating Expenditures (Title III) and Equipment 
Expenditures (Title V) 


Key: 
1. Evolution projected by the defense act 4. Title V 
2. Real evolution in the annual defense budgets 5. Defense act 
3. Title III 
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Figure 4. Number of Personnel in the French Armed Forces in 1982 (ave:age 
budgetary numbers) 


Key: 
1. On active duty 5. Ground forces 
2. Draftees 6. Air force 
3. Civilian personnel 7. Navy 
4. Joint subhead 8. Gendarmerie 
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Capital Equipment Programs in 1982 

1. Nuclear Forces 

Strategic Air Force 

1. Continuation of major maintenance on the Mirage IV aircraft. 


2. Completion of the silos of the second missile firing unit to equip it with 
S-3 missiles. 


3. Start of studies of the mobile MSSB missiles. 

Strategic Ocean Force 

1. Continuation of construction of the "l'Inflexible," the first missile- 
launching nuclear submarine to be equipped with the M-4 missile system in 


1985. 


2. Continuation of the studies, testing, and development of the M-4 missile 
vith multiple thermonuclear warheads. 





3. Completion of the major careening of "1'Indomptable" and beginning of the 
major careening of the "Terrible." 


Beginning of studies on a new-generation missile-launching nuclear 
submarine. 


> 


Tactical Nuclear Force 


1. Continuation of the development of the intermediate-range air-to-ground 
missile. 


2. Beginning of studies on the Hades missile slated to succeed the Pluto 
missile. 


2. Ground Forces 

Ordering of the following equipment: 

50 AMX 30 tanks; 47 AMX 10 RC armored cars; 55 AMX 10P and PC armored cars; 
43.000 FAMAS [rifles]; 270 armored attack vehicles; 21 Roland missile units; 
18 SA 342 helicopters. 


Con:inuation of the reorganization of the rapid deployment force (establishment 
of the 31st Combat Unit). 


3. Air Force 


Ordering of 25 Mirage 2000 aircraft; Ordering of 5 Transall aircraft, 30 
Epsilon training aircraft, and 10 light helicopters. 
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Installation of 52 two-barreled 20-millimeter antiaircraft guns. 


4. Naval Forces 


Completion of the following equipment: One nuclear attack submarine, one ASM 
corvette, four dispatch boats, one TAAF trawler, three minesweepers, one 
supply tanker, four training vessels. Delivery of 11 Super Etendard and 11 
Xingu aircraft. 


Principal vessels under construction: One missile-\aunching nuclear 

submarine, four nuclear attack submarines, five ASM corvettes, two antiaircraft 
corvettes, two dispatch boats, six super rapid patrol boats, two public 

service vessels, seven minesweepers, one supply tanker, two light transport 
vessels, four training vessels, and two hydrographic vessels. 


r 


». Gendarmerie 

Bringing up to full strength all brigades with personnel numbering less than 
6, reinforcing the most overburdened brigades, establishment of 19 new PSIG's, 
establishment of investigation brigades, and strengthening of investigation 
teams. 


Ordering of five armored vehicles and four helicopters. 


Installation of 1,030 telematic computer terminals in base units (at the 
company and territorial brigade level). 


Construction of barracks and of 1,320 housing units. 
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Figure 5. Evolution in the Magnitude of Military Expenditures in Selected 
Countries 
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Role of Defense in Selected Countries (1981 data) 











Defense Percent of Number of 

expenditures Gross army, navy, Other 

(in millions Domestic air force forces Reserves 

of francs) Product personnel (1) (1) 
Bel gium 19,459.5 3.3 89 ,600 16,000 137,500 
Britain 150,827.9 4.9 343,646 6,950 190,000 
France 139 ,881.0 4.2 539,611 82 ,000 450,000 
Italy 51,201.2 ceo 366 ,000 84,500 738,000 
The Netherlands 26,085.3 3.2 102,800 8,400 171,000 
Federal Republic 133,673.5 3.4 495,000 - 750,000 
of Germany 
United States 966 ,320.6 5.8 2,049,100 45,000 879,400 
USSR (2) 629 ,740.0 11-14.0 3,673,000 560,000 5,000,000 


(1) Sources: On defense expenditures--NATO statistics, which include military 
pensions. On number of personnel--"Military Balance" 
(1980-1981). 


(2) Estimates for 1980. 


2662 
CSO: 3100/472 
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ENERGY ECONOMICS GREECE 





ENERGY CONSUMPTION FIGURES FOR GREEK INDUSTRIES REPORTED 


Athens BUSINESS & FINANCE in English No 185, 13 Mar 82 p 9 














Text 

: : ENERGY CONSUMPTION Branches of low energy consump- 

IN INDUSTRY hon: 
Paints, varnishes, etc. 0.011 

ecent research has shown that one 

sixth of Greek industry belongs to 7 of garments 0.014 
branches with a high consumption of © Print; "of . 0.015 
energy. In order of energy consumption, rinting-publications 0.015 
based on monetary units of energy for Cigarette manufacture 0.017 
the production of one unit of finished Knitting 0.025 
product, the following figures show Machines & appliances 0.025 
monetary units: Shipbuilding 0.025 
Furniture making 0.095 
Branches of high energy consump- Miscellaneous industries 0.027 
tion: Electrical appliances 0.030 
Soap, detergents 0.033 
Cement 0.857 Tanneries 0.035 
lron & Steel 0.615 Paper products 0.037 
Petroleum products 0.403 Cement products 0.044 
(ther basic chemicals 0.342 Beverages 0.052 
Building materials 0.327 Plastic products 0.053 
Other metals 0.319  heaig por 
065 
Paper pulp aan Rubber products 0.066 
Ceramics ‘ Cotton yarn 0.069 
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ECONOMIC CYPRUS 


AKEL SEES BUDGET APPROVAL AS PATRIOTIC ACT 
Nicosia KHARAVGI in Greek 26 Feb 82 p l 
/Editorial: "AKEL and Budgets"/ 


/Text/ AKEL's stance on the two 1982 state budgets proves once again that 
responsibility and patriotism are the main characteristics of the party's 
policy in relation to the important problems of the country. As explained by 
E. Papaioannou, secretary general, AKEL is anything but completely satisfied 
with the government's economic policy, one example being the budgets. AKEL 
has basic differences of opinion on the conservative philosophy and deficient 
practices that influence the government's handling of our economic matters. 
At anv rate, during the discussions in parliament, it did not choose the 

road of repudiation, subversive criticism, or basic rejection of or a vote 
against the budgets. 


That line would perhaps have been the easier one. What would have been the 
result had AKEL followed the steps of other parliamentary parties? Assuredly, 
not a change of econonic reality for the better, but crisis, the deprivation 
of the necessary means for the stafe to function, a blockage of the state 
mechanism, upheaval, perhaps even paralysis of the Cypriot state. In other 
words, what the enemies of Cyprus are seeking and what under the present 
critical conditions could possibly have proved catastrophic. 


\KEL once again assumed its responsibilities vis-a-vis the country. It did not 
Fuse to generally vote for the budgets. Nevertheless, it did not agree to 
nceal the negative aspects of the government's economic policy. It gave 
sattle to have them uncovered and showed the way for their reconsideration. 
\KEL deputies analyzed the entire spectrum of the government's economic policy 
both in depth and in breadth. They submitted it to a fully documented, severe 
but constructive criticism. They pointed out the errors, criticized the failures, 
and addressed the responsibilities for the damage done. And the most important: 
They suggested concrete, realistic and decisive ways to get our from this 
constrictive situation that economic problems are tending to create. 


They suggested a new economic policy that would be characterized by the pursuit 
of a dynamic development of industry, agricultural economy and tourism; by the 
concrete improvement of social services; by an increased concern for the 
refugees; and by the safeguarding and elevation of the standard of living of 
the workers. 
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AKEL set before the government and the people a complete program for genuine 
change, a pro-people's economic policy. A program which can and must be 
implemented through cooperation of the democratic forces so that justice may 
prevail in the sharing of the national income and so that our economic front 
may become strengthened as a basic bulwark in the struggle of Cyprus. 
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ECONOMIC CYPRUS 


[NCREASE IN TRADE BALANCE DEFICIT, DROP IN UNEMPLOYMENT 
Nicosia O AGON in Greek 7 Mar 82 p l 


/Text/ A drop in deposits and an increase in consumer goods over the past few 
months is disturbing the government which believes that if it should continue 
it could create a new situation in the trade balance with unforeseen conse- 
quences for the economy, given the fact that inflation will increase. 


According to our information, unemployment has begun to show a drop over recent 
months, and it is believed that with time the situation will improve even more. 
This, however, will depend basically on the agreement to be concluded between 
the government, trade unions and employers on the Economic Advisory Committee. 
This is the first time in about 2 years that there has been a drop in the 
number of unemployed. 


About 2 days ago, the question of economic measures was tackled at a meeting of 
chambers of commerce and the Federation of Employers and Industrialists. 


[In the meantime, the economic bulletin of the Bank of Cyprus reported both 
positive and nesative developments in the economy last year. 


Positive developments include a drop in the balance of payments deficit, while 
negative developments include an increase in the trade balance deficit. 


The balance of current trade in 1981 dropped from about 81 million pounds in 
1980 to 65 million pounds, while the surplus in the balance of payments increased 
from 3.3 million pounds to 30 million. 


However, this increase was due mainly to foreign loans which in 1981 amounted to 
50 million pounds. Without that, the balance of payments would show a deficit 
of 20 million pounds. 


On the other hand, the trade deficit grew by 8 percent and reached 225 million 
pounds, mainly due to increased imports during the second half of the year. 
Imports included primarily color television sets and raw materials for industrial 
purposes. 


567] 
CSO: 4621/242 
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ECONOMIC CYPRUS 


NYALTLS ON ALRCRAFT PURCHASE PROVIDED 
Nicosia O AGON in Greek 27 Feb 82 p l 


[Text/ Cyprus Airways signed an agreement with Airbus in London yesterday 
for the purchase of two A-310 aircraft. The aircraft, valued at 43 million 
pounds, will be delivered to the company in the beginning of 1984. 


Cyprus Airways will also purchase spare parts valued at 10 million pounds. 
An announcement by Cyprus Airways adds the following: 


"A total of 86 percent of the value of the aircraft will be financed with 
long-term loans and subsidized rate of interest from foreign state institutions 
at 8.3 percent interest. 


"The two aircraft will be used primarily on the United Kingdom and northern 
Europe schedules. 


"This agreement is subject to final approval by the Cypriot Government by 
31 March 1982. 


"Within the framework of the above agreement, efforts are being undertaken to 
have the Airbus company use both the labor and technical force of the Greek 
Aircraft Industry of Greece." 


According to the announcement of Cyprus Airways, the government must approve 
the agreement by 31 March. From the moment the government approves the agreement, 
it must offer Cyprus Airways a guarantee for the securing of the loan. 


In the meantime, as we have been informed, the minister of finance has accepted 
an invitation by the parliamentary control committee to inform it on the 


government's thinking on the entire matter. 


The minister will appear at a meeting of the committee on 5 March. 


567] 
CSO: 4621/242 














ECONOMIC FEDERAL REPUBLIC OF GERMANY 


POPULATION FACES DIMINISHING INCOMES, RISING PRICES, TAXES 
Hamburg DER SPIEGEL in German 22 Mar 82 p 45 


[Text] In 1982 the majority of workers must once again accept a decline in 
real income. 


The economist Helmut Schmidt believes he knows exactly what would do the most 
good for the German economy. Speaking last week the chancellor praised "the 
most recent metal agreement" which "points in the right direction." 


This year wages and salaries should climb only 4.2 percent, the level agreed 
on by the parties to the wage agreement in the metal industry. And in the 
remaining branches of industry it is unlikely that the unions will achieve 
any more. 


The step in the right direction is painful for many. In fact most workers 
will have to reckon with serious declines in real income, that is, after 
allowing for taxes, social contributions and inflation--more than ever before 
since the end of the war. 


The Germans will now have to get used to this for the first time. For three 
decades incomes climbed steadily, prosperity increased from year to year. 
Many salaried workers and wage earners with a normal income could afford 
their own home, a second car, and a good three weeks vacation outside Germany 
for the first time. 


Suddenly things are different. The real income of workers shrank an averege 
of 0.5 percent already in 1980, in 1981 as much as 1.4 percent. This year 
things will get even worse. 


In any case the trade unions are far from their declared goal of guaranteeing 
the standard of living of their members. Functionaries accept this only on 
tic grounds that they are making a solidarity contribution to the unemployed: 
companies could use more profits for new investments which would in turn 
perhaps create more jobs. 


The probable raise this year of about four percent gross will not even suffice 


to make up for increasing costs. The Federal bank and the Federal Government 
estimate that consumer prices will rise by five percent. 
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Even this prognosis could turn out to be too optimistic. It would not be the 
first time that in price forecasting wishes and reality are separated by a 
wide gap. Even now the annual rate of inflation is still 5.8 percent and an 
improvement is hardly perceptible. 


In its financial need even the state has driven prices strongly upward. The 
railroad and the post office are raising prices for tickets and postage. 
Cities and municipalities are making up for shortages by means of charges 
and fees, often enough with two and three digit rates of increase. 


The state is cutting even more deeply into the private budgets of its citizens 
by means of direct use of taxes and social contributions. Josef Koerner, an 
economic researcher in the Ifo Institute of Munich, discovered a hitherto 
"never recorded increase in the burden which can be described as dramatic." 


From each additional mark earned, Koerner calculates, barely 40 pfennigs 
remain for the worker this year. The state is collecting over 60 percent of 
the additional income in taxes and social contributions--almost twice as 
much as in earlier years. 


Average earners in industry, for example, who are supposed to get about 125 
marks gross more per month actually receive only 50 marks of that amount 

paid out. The 4-percent increase shrinks to 1.6 percent net. Even if the 
rate of inflation sinks in mid-year to 5.5 percent as the council of experts 
is forecasting, real worker incomes will slide to four percent. 


Thus it is mainly the industrial workers, concludes Ifo researcher Koerner, 
who are making "a considerable contribution to the restoration of the public 
budgets." 


Such murky prospects have meanwhile shocked other workers who are still 
negotiating new wages. For Alfred Krause, the president of the league of 
civil servants, the meager metal agreement is "no standard." In the current 
wage negotiations the public employees are going after a raise of six percent 
for 1982 because their net pay from 1970 to 1980 rose more slowly than else- 
where. 


But the numbers game is deceiving. For on a net basis the servants of the 
state by no means came off badly since to a large extent they are exempt from 
the dynamically rising social burdens. 


Thus, as Gerhard Goeseke of the German Institute for Economic Cooperation 
(DIW) in Berlin calculates, civil service budgets received an average of 

4862 marks gross in 1980, about 640 marks less than budgeted for other employ- 
ees. But the disposable net income at 3912 marks was 430 marks higher than 
that for other employees. 


Hardly anything has changed in this regard in the meantime. According to 

analyses of the DIW Institute those employed in public service in 1981 once 
again occupied top place in the scale of incomes. "They are thus very well 
taken care of," Goeseke finds. Heinz Kluncker, president of the Union for 


21 














Public Services, Transport and Communication (OeTV), takes a quite different 
view. According to him "not a single tired mark more" 
would be earned by the servants of the state. 


To be sure even Kluncker sees that it is hardly likely that a guarantee of 
real compensation can be realized this year in all branches. But he knows 
very well which is the one branch where it may yet be possible: for public 
service the OeTV chief is demanding an increase of 6.5 percent with 6 
weeks leave into the bargain. 


9827 
CSO: 3103/352 
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ECONOMIC 


COMMENTARY POINTS OUT DANGERS IN NEW BUDGET 


Athens BUSINESS & FINANCE in English No 185, 13 Mar 82 pp 4, 5 


[Text] 


T he presentation of the budget to Parliament went pretty 
much as expected: no new directions were charted and 
no further clarifications have occurred as far as the govern- 
ment’s economic policy is concerned. In effect, nothing has 
been added and nothing has changed as compared to the 
general guidelines that the Prime Minister himself set out in his 
two speeches from the TV network. Even more, the message 
that Mr. Papandreou addressed to the Greek people on the 
night of March 8 contained nothing of significance either, 
except for the well known and reiterated castigation against 
the New Democracy party and the repetition of the govern- 
ment’s objectives. 





Table 1: Total revenue, expenditure and deficit of the 
Budget (in million drs.) 








1981 1982 1981 /82 

Estimates Projections § % change 

Revenue 432,219.1 685,257 .0 58.5 

Expenditure 683,822 .7 923,215.0 35.0 

Deficit 251 ,603.6 237,958.0 5.4 
Deficit as a 

% of GNP 12.0 9.0 _ 





If there is one thing to be noticed in the 1982 budget this 
is its sheer magnitude. Total income stands at 685,257 million 
drs., expenditure at 923,215 million drs. and the projected 
deficit at 237,958 million drs., a decrease of about 13.7 billion 
as compared to the 1981 figures. As can be seen from Table 1, 
receipts are calculated to go up by 58.5% and expenditures by 
35% bringing the total defict down to 9% of GNP as compared 
to 12% for 1981. The decrease, while significant, is neither 


completely accurate nor certain to occur. 


To start with, the total deficit of the public sector reached 
326,485 million drs. in 198] — that is if we include the 
deficits of public entities os mares and enterprises) in 
both their operational and their investment budgets. This 
figure represents 15.5% of 1981 GNP. The equivalent magni- 
tude for 1982 is estimated to be 318,642 million drs. and 
represents 12% of GNP, that is to say if GNP grows by 25.5% 
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in current prices in 1982 and reaches a total of 2,643,977 
million drs. The main problem that the government is likely to 
encounter is the fact that these projections will be very hard to 
achieve. Specifically : 

~ In the past four years tax receipts have grown at an average 
rate of 20.2%, as can be seen from Table 2. It is very difficult, 
accordingly, to accept that in 1982 a 58.5% increase in tax 
receipts is feasible. 

~ The implied rate of growth of the Greek economy in the 
government calculations is about 1.8%-2%. There are not a few 
observers who would disagree with this forecast as being too 
optimistic. At the very best the OECD thinks that GDP will 
grow by 1.5% in 1982, while several Greek economists think 
that the hiatus in private activity that has followed the elec- 
tion and which is further aggravated by the lack of a firm and 
clear investment framework, will keep the rate of growth at 
approximately 1%. 


Within this context it is very easy for the government to 
end up with a deficit which is of the same magnitude as the 
one in 1981. All it would take for this to occur would be a 4% 
increase in revenues and a 1% real rate of growth. 


All in all, though, the budget may be considered as 
expansionary. Figures, which we present in Table 3, indicate 
that operating expenditures will go up by 33%, which is way 
above the level required to keep the ministries going at the 
same level of activity as in 1981. The Public Investment 
Budget, as we pointed out last week, also exhibits some 
expansionary tendencies, while subsidies and transfers are 
scheduled to augment by 440% . This fiscal policy stance, 
which is more active than one would expect from Pasok, 
entails some very strong inflationary fears. The Greek eco- 
nomy is already overextended in terms of labour ccsts and 
profitability has been a rapidly. We deal with both of 
these issues seperately elsewhere in the Facts and Figures 
column. In 1981 GDP went down by 0.7%, unemployment 
went up 50 basis points and yet inflation refused to fall below 
24.5%, which is a marginal improvement as compared to the 
24.9% figure for 1980. This situation, coupled with the 
imposition of new taxes may prove difficult to beat. 


Tax policy has acquired a curious new twist. The ad- 
ditional revenue that the government needs amounts to 
209,400 million drs. Table 4 gives the sources from which this 
additional income is expected to be raised and the percentage 
contribution of each source to the total extra revenue. As can 
be readily seen, 2/3 of all additional taxes are indirect taxes 
while direct taxes will yield the other 1/3 of the needed 
revenue. In effect the ratio of direct to indirect taxes will 
remain the same as in 198], a rather dubious achievement for 
a socialist government. 


The important point, however, lies in the fact that some 
of the taxation that has been imposed may well have a nega- 
tive effect on both prices and investment. Domestically 
produced goods will be taxed to the tune of an additional 40 
billion drs. while transactions will yield another 60 billion drs. 
through an increase in the sales tax, the stamp duty etc. 
Luxuries will be faced with an extra 25% surcharge and, in all 
three cases, it is natural to expect that a major portion of the 
tax will be passed on to the consumer. 


Thus, prices will go up, at least to the extent that the 
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CSO: 


4600/376 


government allows them to do so. On the opposite side, the 
degree to which businesses are forced to absorb part of this 
cost, will have an adverse effect on the decision to invest as 
well as on the level of investment. 


Equally. the decision to tax non-realised capital gains on 
land and buildings of all large companies means that cash-flow 
problems will be aggravated and investment decisions will, at 





Table 4: Additional Income by Source 





Amount % contnbution 





Source (mil. drs.) 

Direct Taxes 57,600 Zi 
Income Tax 24,800 11.8 
Property Tax 8,000 3.8 
Extra Taxes 4,500 2.1 
Other 20,300 7 
Indirect Taxes 140,400 67 .06 
Duties 1,475 0.7 
Duties on imported 

goods 27 485 13.1 
Duties on domestically 

produced goods 40,830 19.5 
Transactions Tax 62,055 29.6 
Other 8,555 4.85 
Non-tax income 11,400 5.45 





best, be postponed. The increased taxation on both retained 
and distributed earnings will similarly yield negative results as 
far as investment is concerned, while building activity may 
well suffer as a result of the imposition of a property tax. All 
this augurs not well at all for the growth prospects of the 
(;reek economy, 


In general the budget gives the impression that it is big in 
terms of magnitudes, scope and aims, It tries to do too much, 
under conditions that are marginal to say the least, and at a 
time when the prospects for the international economy are not 
too bright either. Its gravest danger lies in the fact that the 
Minister of Finance may not be able to implement some of his 
objectives and most notably the rather high projected increase 
in both GDP and tax revenues. In that case Greece may look 
forward to another period of high inflation, low growth and 
with unemployment thrown in as well, now. 
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BANK OF GREECE RELEASES BALANCE OF PAYMENTS FIGURES 


Athens BUSINESS & FINANCE in English No 185, 13 Mar 82 pp 9, 10 


[Text] 


he Bank of Greece has released fi- 
gures on the 1981 Balance of 
Payments, which shows a deficit of 
$2,396 million. This is very close to 
what had been estimated at the begin- 
ning of the year. See Balance of Pay- 


~ ments table on following page. 


The fall in imports which caused 
the improvement in the 1981 balance of 
trade offers little scope for comfort 
because it was occasioned by the sharp 
drop in imports of capital investment 
equipment and in raw material, which 
reflected the slowing down of industrial 
activity in the country. Imports of 
consumer goods showed no reduction. 
The value of exports rose by 16% but 
when domestic inflation at approxima- 
tely 25% is taken into account, this also 
is not an impressive figure. A factor 
which may, hopefully, have a favourable 
effect on the 1982 position, is the 
recent fall in world oil prices. Oil 
imports cost Greece $7,740 million in 
1981. Fortunately, Greece’s oil agree- 
ments with its suppliers for 1982 all 
contain a clause for automatic reduc- 
tion, should world prices fall beyond an 
agreed percentage and they have done 
so. Greece spread its risks as regards oil 
supplies for 1982 and is due to receive 
various quantities from Iraq, Syria, 
Saudi Arabia, Libya and Algeria, in the 
Arab world as well as from the U.S.S.R. 
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ECONOMIC GREECE 


PERIODICAL OUTLINES TAX CHANGES IMPOSED BY NEW BUDGET 
Athens BUSINESS & FINANCE in English No 185, 13 Mar 82 p 8 
[Text ] 
Tax changes have been a salient feature of the I 982 Budget. Below, we present the major tax 


increases that the government has decided upon, together with the new income tax schedule 
and tax exempted income. 











WHICH ARE THE MAIN TAXES Total ~~ of tax-exempt &nnual income, accord: 
? ing to adjustments presently in foree, and those 
THAT WILL GO UP! proposed with the 1982 Budget 
* . : Classification and 
Income tax on retained earnings goes family status of | Standing Proposed Inereaw 
up from 40% to 45%. Tax rates on di- taxpayer —__pronawome changes 
vidends change as follows: Salaried 
- on shares quoted in the Athens Married with 2 children 364,000 HQ 
Stock Exchange from 38% to 43% if Married with Helubdren 525900 GEOSHL UL 2A 
~ ; , ; bree Vrolessionals 
they are personal, and from 41% to Married with 2 children 292 000 gz0.050 7.050 
45% for the bearer; Mamied with Schidren (136500 F2NAZS BHI 
_ 2 Tradesmen and others 
__ non-quoted shares the waged Married with 2 children 957.000 288.508 11508 
ponding rates go up from 43% to 47% Moried with Schidren (NOD STe SB 75.028 


and from 47% to 53%; 

— tax on profits of non-Greek com- 
panies not permanently located in - — 
Greece and which i income from * All sales tax coefficients change as 


shares increases from 40% to 45%. follows: ; | 
— food: the 2% does not change; 


equipment and non-basic foods: 





* Capital gains — irrespective of whe- 


xO 
ther they are realised or not — are taxed [rom 4% to 5% 8% to 10% 
at a rate of 8% for land and 20% for = general sales tax: pile of 10% s 
buildings. Companies will have to re- — luxuries: a new ra “— 
solve their assets by May 31st in accor- adopted. 


dance with the schedule of coefficients 

‘shown on this page. Assets acquired af- 

ter January Ist, 1981 are not subject Property tax schedule 
to revaluation. 








Value of property Tax-cocfficient 

* All gains in excess of 25,000 drs. ; 
from lotteries and football pools ~ill be Up to 10 mil. drs. 0.5% 
taxed at a flat rate of 10%. 10,000 ,000-20,000,000 1.0% 
20 ,000,000-30,000,000 1.5% 
* A property tax is imposed according 30,000,000 and over 2.0% 


to the schedule shown on this page. 
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* Stamp duty rates change in the fol- — the 1.2% coefficient changes to 2%. 


lowing way: All charges on telephone, electricity, 
the 1% coefficient for agricultural water, gas and hotel bills will be aug- 
commodities remains unchanged. mented by a flat 1% rate.All stamp du- 


_ The 2% coefficient changes to 3%. ties on imports go up by 1, 1.5 and 2 
percentage points. 


Schedule of coefficients 




















Period of acquisition Land coefficient Buildings coefficient 
Up to Dec. 31, 1974 4 3 
Jan. 1 1975-Dec. 31, 1976 3 2.2 
Jan. 1, 1977-Dec. 31, 1978 2 i.6 
Jan. t, 1979-Dec. 31, 1979 1.6 1.4 
Jan. 1, 1980-Dec. 31, 1980 1.3 1.2 
New Income Tax Schedule 

Income Tax Tax Total Total 
bracket coefficient bracket income tax 
80,000 ae ” 80,000 ~ 
44,000 ll 4.840 124,000 4.840 
44.000 14 6,160 168,000 11,000 
44.000 17 7,480 212.000 18 480 
44.000 20 8 800 256,000 27 280 
75,000 23 17,250 331,000 44,530 
75,000 26 19,500 406,000 64,030 
75.000 30 22,500 481 000 86,530 
75.000 34 25,500 556,000 112,030 
150,000 38 57 000 706,000 169,030 
150,000 42 63,000 856,000 232,030 
300,000 46 138,000 1,156,000 370,330 
300,000 50 150,000 1,456,000 520,000 
1,500,000 54 810,000 2,956,000 1,330,030 
1,500,000 58 870,000 4,456,000 2,200,030 
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ECONOMIC GREECE 


PRICE INDEX DECREASES HERALDS ANTI-INFLATIONARY TENDENCY 
Athens &XORMISI TIS KYRIAKIS in Greek 13-1) Mar 82 pl 


[Text/ During February 1982, the Consumer Price Index /DtE/ dropped by 7 percent-- 
for the fourth month in succession after November, December and January--compared 

to the corresponding month in 1981. At the same time, the general DIK during the 
January-February 2-month period showed a decrease approaching 6 percent compared 

to the same 1981 period, a fact which shows that the anti-inflationary policy of 

the government of Change has begun to yield results. This policy aims at protecting 
the incomes of the working people and salary earners in beth the private and the 
public sectors of the economy. 


Official data of the National Statistical Service show, in part, the following: 


1. The general DTK in urban areas of the country has decreased by 0.2 percent 
during February 1982 compared to the previous month of the same year. During 
February of 1980 and 1981 the DTK had increased by 0.9 and 0.2 percent respectively 
compared to January of the same year. 


2. The 1982 February index compared to the 1961 February index showed an increase 
of 19.5 percent compared to the increases of 26.5 and 23.8 percent correspondingly 
during February 1981 and 1980 compared in turn to February 1980 and 1979 respec- 
tively. 


3, Comparison of the average general index during the Jamary-February 1982 

period with that of the 1961 corresponding period shows an increase of 20.2 percent 
compared to increases of 26.1 and 23.7 percent during the same 1961 and 1960 
periods compared in turn to the 1980 and 1979 periods respectively. 


As Coordination Minister Apost. Lazaris pointed out, it is worth noting that the 
general index during the Jamary-February 1982 2-month period (comparison of the 
index during February 1982 to that of December 1961) increased by 0.9 percent 
compared to 3.4 and 3.1 percent increases during the same periods in 1981 and 1980 
respectively. 
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ECONOMIC GREECE 


PLANN2D IRAQI INVESTMENTS DESCRIBED 
Athens TO VIMA in Greek 13 Mar 82 pl 


[Excerpt/ Following the interest shown by large West German firms headed by the 
Krupp complex for cooperation in basic developmental projects, the government of 
Iraq decided to go ahead with the establishment of mixed enterprises in Greece. 
The lraqi decision was announced by Deputy Foreign Minister K. Papoulias who said 
that Iraq is interested in investing in Greece capital of many billions /Grachmas/. 


Following a trip to Bagdad, Iraq's ambassador in Athens visited Papoulias and told 
him of his government's decision to proceed with investments in Greece. Iraq is 
particularly interested in the exploitation of large Greek bauxite deposits through 
the establishment of an alumina producing plant. 


It is reminded that Iraq expressed the desire for such a plant when an Iraqi 
delegation visited Athens some time ago when it became apparent during the 
delegation's talks with Greek ministers that Iraq was willing not only to invest 
capital but also to provide the oil needed for the operation of the plant and to 
purchase part or the whole of its production. Similar interest for a large alumina 
and aluminium producing unit was also expressed by the Soviet Union with which 
exploratory talks are expected to start soon. 


The lraqi ambassador pointed out to Papoulias that his government's decision fon 
the plant/ was taken despite constitutional provisions which forbids investments 
abroad and that an exception was made for the socialist government of Greece. 
Already a delegation is expected to arrive in Athens to plan the implementation 
of the decision. 


The Iragi proposals and the interest in investments shown by the Arab world in 
general as well as the proposals the German delegations will submit will be 
discussed in the context of the developmental plan the Greek government is 
hurriedly preparing. 


7520 
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ECONOMIC GREECE 


REPORTED GERMAN, FINNISH INTEREST IN INVESTMENTS 
Athens ELEVTHEROTYPIA in Greek 12 Mar 62 pp 1, 15 
(Article by Kostas Tsouparopoulos/ 


{axcerpt/ At a moment when the press of the Right is attempting--by reason of the 
1982 budget--to create a climate of distrust through catastrophy and danger monger- 
ing, Greek entrepreneurs and foreign industrial grante of the Western and Arab 
world are expressing a serious interest in investments and purchasings fof Greek 
products/, 


Government spokesman Maroudas pointed out yesterday that the efforts /of the rightist 
press/ appear to fail since there is reliable information that the contacts between 
government representatives and foreign entrepreneurs are more frequent and they 
concern either investments in Greece or the purchase of large quantities of 

processed metals. Such purchases will support the goverument effort to realize 
large state investments in the country's mineral resources. 


Moreover, it is worth noting that contrary to the rightist press, ND leader E. 
Averof in a speech he made in Minich which was reported by the Athens News Agency 
invited the German entrepreneurs to invest in Greece because, as he said, "produc- 
tive investments are needed by both the government and the whole of Greece. 
Specifically, the interest of Greek and foreign investors is known by Coordination 
Minister Ap. Lazaris, Industry Minister An. Peponis and Deputy Ministers K. 
Roureliotis and P. Pitsioris and is as follows: 


1. The colossal West-German Thyssen complex (production of steel, processing of 
nonferrous metals, etc.) expressed the intention to buy, on the basis of a long- 
term commercial agreement, the entire Greek production of stainless steel produced 
by state plants and the Ellinika Sidirokrama Co. /Greek Iron Alloys Co./ (30,000 
tons of iron alloys and 60,000 tons of stainless steel). On the basis of this 
"promised" order and in view of the good prospects the government seems to be 
leaning toward the decision of permitting the construction of the plant in 1982, 
the investment for which will be completed in the next 2 years. 


2. Given that the stainless steel unit will be utilizing ferro-nickel produced by 
the Larko Co. and also a large quantity of ferro-chrome, the government is 
proceeding with the completion of the second large state investment, the Ellinika 


Sidirokrama Co., which will be ready in 1983. Finnish entrepreneurs will assume 
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4t3 construction cost (60-80 million dollars). Part of the cost (10 million 
dollars) will be covered by ERC according to a letter EEC sent to the Greek govern- 
ment under date 2) February 1982. The letter states that "this project will be 

the only stabilized unit for the production of ferro-chromium (plant with its own 
raw materials) in the whole community, a fact which will decrease EEC's dependence 
on /countries of/ South Africa. (As is known, without Greece, EEC does not have 
chromium ore and depends fully on the South African market which is politically 
destabilized). 


ELEVME Contacts 


For the two aforementioned investments, St. Angelopoulos, directing counselor of 
the state controlled Greek Industrial and Mining Investments in Greece [BLEVME/ (an 
investments agent), went about 15 days ago to West Germany and Finland where he had 
useful and productive contacts with appropriate authorities. 


3. A few days ago, Director General Bates of the West German firm Krupp visited 
Greece and met with representatives of the Bodosakis Institute. It was made known 
that Krupp--following talks with Public Works Minister Aki Tsokhatzopoulos during 
the premier's trip to West Germany--expressed interest in the purchase of ferro- 
nickel from the Larko Co. (it belongs to the Bodosakis complex). Larko is one of 
the so-called "problematical" companies /having f’nancial difficulties/ but is of 
strategic importance fcr the country's economy and for this reason negotiations are 
being conducted to transfer its control to the state. 


4. arly this week, a big Greek entrepreneur officially advised the government 
that he will construct in cooperation with the Arabs a large ship repairing yard 
(valued at tens of millions of dollars) for the repair of Arab oil tankers. 


5, The large Billiton Co. (belonging to the Shell Co.) has submitted proposals 

to the government for prospecting, extracting and exploiting the subterranean 
resources of the country. Since the government considers these resources to be 
national property it counter-proposed to Billiton to establish a joint company 
with the state holding 51 percent control and the foreign company 49 percent. 
According to reliable information the company seems to accept this arrangement and 
further negotistions will have to be conducted. 


6. Finally, Esso advised the government that it desires to have ships in its fleet 
be repaired in Greece. 


7520 
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ECONOMIC ITALY 


TEXT OF DRAFT BILL ON PENSION REFORM 
Rome IL TEMPO in Italian 16 Mar 82 pp 11-12 


_Text | Here is the latest pension reform bill, all 57 
articles of it. The Chamber of Deputies' Com- 
mission on Constitutional Affairs and Labor has 
already reported it out to the Chamber floor. 


Here is the text of the pension reform bill, in the version revamped 
in the Commission on Constitutional Affairs and Labor. Already 
reported out, the bill should come up for debate immediately after 
the Chamber passes the 1982 finance bill and the 1982 budget bill. 
It might reach the floor of the Chamber, with luck, within a 

month, in mid-April. 


Article 1 


(Mandatory registration of all employed workers in the blanket 
insurance plan.) 


As of 1 July 1982 all employed workers, in the private and public 
sectors shall be registered, except as provided in Articles 2 and 
23, for mandatory blanket insurance for disability, old age, and 
survivors. 


Article 2 


(The mandatory forms of replacement, exclusive, and exonerative 
insurance - delegation to the government ) 


the mandatory forms of replacement, exclusive, and exonerative 
eeneral insurance aforesaid shall remain in effect along with their 
own rules, regulations, and management procedures, insofar as they 
affect persons already covered or retired under them as of 30 June 
LONZ 


~ @ 


Also remaining in effect for the persons cited in Article l are the 
rules laid down for the specific categories of workers in matters 
of work-connected disability. 














fo guarantee funding tor pensions to be paid to persons mentioned 
in paragraph 1, a guarantee fund shall be set up at the National 

Social Security Institute, with its own reporting and accounting 

system, to which management groups shall have access after having 
exhausted whatever technical reserves they may have. 


The Government of the Republic, under the measure described in 
Article 56 below, is delegated to issue, within one year of the 
date this legislation takes effect, regulations designed to: 


l. stipulate that the guarantee fund referred to in the third 
paragraph shall be maintained by a share of contributions paid for 
new members into the employed workers! pension fund by their re- 
spective employers, working with the management bodies referred to 
in the first paragraph; the said share, tobe updated periodically, 
shall be determined in such a way as to assure for the Pension Fund 
the requisite revenues to guarantee coverage of expenses for pro- 
cessing the paper work involved with the new registrants, plus a 
percentage to be established on the basis of the general insurance 
requirements; 


2. stipulate that administrative agencies of the State, including 
those with independent arrangements, and those public economic 
agencies whose employees have severance and retirement pay arrange- 
ments pegged by law to analogous indemnity practices in the 
Civil Service, shall be required to pay into the Employed Workers! 
Pension Fund a contribution for each newly hired worker, to be de- 
termined within the meaning of point 1, above, while the aforesaid 
administrative agencies and bodies shall be responsible for all 
costs related to pensions in effect, asiwell as all payments to be 
made to their respective employees registered as of 39 June 1982; 


3. stipulate that, with respect to the management bodies referred 
to in paragraph 1, contributions for workers insured as of 30 June 
LOs2 shall be periodically increased, while bearing in mind their 
respective technical reserves and payments into the guarantee fund 
and of the new registrants in the Employed Workers! Pension Fund 
referred to under point 1, above, as well as the sum of the cur- 
rent shares paid into the mandatory general insurance fund. 


The requisite measure shall be taken in a decree by the Prime Min- 
ister, in response to a proposal from the Minister for Labor and 
Social Security, acting in concert with the Treasury Minister, and 
after hearing the opinion of the Cabinet. 


Article 3 
(Newly established integrative funds) 
Granting of supplementary (integrative) payments in addition to 


those provided out of the funds of the mandatory general insurance 
against disability, old age, and survivors of employed workers may 














be handled by pension funds demonstrating their status as private 
corporations within the meaning of Article 12 et seq. of the Civil 
Code. 


Recognition of corporate status shall be subject to compliance with 
the following criteria: 


a. supplementary management shall be financially self-sufficien. 
and must not be drawn directly either from public funds or from the 
employer ; 


b. the total pension payment, including that portion thereof char- 
sed to the prime management body, may not exceed, as of the date 
on which it is initially paid, the average of all wages and salary 
actually received and averaged out on a monthly basis, in the last 
year prior to retirement, excluding contract seniority increases; 


c. supplementary payments may not look to an eligibility age for 
retirement, or to early retirement other than those provided for 
under the present Act; 


d. the statutory regulations governing appointment of the adminis- 
strative and control bodies in the supplementary fund management 
must be consonant with the principles of democracy and shall pro- 
vide, within the college of auditors, for the participation of 

a representative, acting as chairman, from the Ministry of Labor 
and Social Security and of a representative from the Treasury Min- 
istry with rank at least equivalent to deputy director. 


for purposes of worker income taxation, supplementary payments 
shall be taxed as are benefits from premiums paid for the various 
forms of life insurance. 


[The regulatory standards governing such funds shall be adopted by 
a decree from the Minister for Labor and Social Security. 


Article 4 
(Pre-existing supplementary funds) 


Ihe practices of pension supplement systems designed to provide in 
any wav a supplement to the mandatory general insurance system and 
already established by law, regulation, or collective agreement as 
of 30 June 1982 must meet the criteria referred to in Article 3, 
above. 


fo this end, by decrees from the Minister for Labor and Social Se- 
curity, in concert with the Treasury Minister and upon advice of 
the board of directors or, lacking that, the management committee 


of the supplemental systems concerned, to be issued within one yer 
of the date upon which the present bill becomes law, rules shail 
be laid down to modify pre-existing arrangements as necessary: 


38 














For individuals already registered or retired as of 30 June 1982, the 
regulations in effect as of that date shall apply. 


Article 5 
(Retirement Age) 


The age requirement for retirement and old-age pension as set forth in 
Article 9, n° 1, sub-Article 2 of PL 218, 4 April 1952 is hereby ex- 
tended to replacement, exonerative, and exclusive systems with refer- 
ence to mandatory disability, old-age, and survivors! insurance. 


lusured individuals who have not yet paid into the fund for 40 years 
may choose to continue working until they have fulfilled that require- 
ment and, in any case, until they reach age 05. Notice of intent to 
exercise that option must be given the employer at least 6 months 
prior to the date upon which the worker becomes eligible for the old- 
age pension. 


For insured individuals who, as of the date the present Act becomes 
law, are still actively employed, even though they have fulfilled the 
pension eligibility requirement, the obligation to inform the employer 
of intent to continue, stated in the above‘ paragraph above, shall not 
apply. The provision in the second paragraph shall also apply to in- 
dividuals who fulfill the requirement within 3 months after the date 
upon which this Act becomes law. In such cases, notice of intent to 
continue working must be given the employer no later than the date of 
fultillment of said requirement. 


Should workers exercise the option set forth in the preceding paragraphs 
their old-age pensions will begin as of the first day of the first month 
following filing of their request. 


As tor workers exercising the option referred to in the preceding para- 
graphs within the time limits stipulated therein, the provisions of 

PL 004, 15 July 19606, shall apply, as shall all subsequent modifica- 
tions and additions, in derogation ot Article ll ot the said law. 


Until 30 June 1992, the age limits now in effect, or higher ones es- 
tablished by law for termination of service by employees of the State, 
ot local governmental bodies, and of non-economic public corporations 
shall apply. 


The age limits set forth in the first and second paragraphs of this Ar- 
ticle shall be Lowered by 5 years for blind workers when at least 10 
years Shall have elapsed since the initial date of insurance, and when 
the contributions stipulated in Article 9, sub-article 2 of PL 215, 4 
April 1952, minus one third, have been paid or credited to their ac- 
counts. 


39 











Article o 
(Old Age Pension) 


For all categories of employed workers in the public and private sec- 
tors, optional early retirement with pension rights shall be subject 
to the old-age pension regulations contained in Article 22 of PL 153, 
3U April 1909, which are hereby extended to systems replacing, exoner- 
ating, and excluding mandatory general insurance for disability, old 
ave, and survivors. 


Until 31 December 1990, as an exception to the provisions of the pre- 
ceding paragraph, individuals therein mentioned may continue to take 
advantage of the more favorable early retirement pension options, pro- 
vided such options are covered by the regulations in effect as of the 
date upon which this Act becomes law. 


Optional early retirement regulations covering members of the armed 
forces, Carabinieri, and police shall remain in effect as of the date 
upon which this Act becomes law. 


Farly retirement pensions covered by the second and third paragraphs 
ot the present Article shall be subject to the provisions referred to 
in paragraph 1, letter c), of Article 22 of PL 153, 30 April 19069. 


Article 7 
(farly retirement pensions - Government proxy) 


Ihe Government of the Republic is hereby empowered, within 6 months of 
the date upon which the present Act becomes law, following the proce- 
dure set forth in Article 56 of the present Act as well as by separate 
decree, to promulgate regulations having the force of law and de- 
siened to govern early retirement pensions for workers, not to affect 
the provisions in the preceding Article 6, on the basis of the follow- 
ing criteria: 


a. early retirement at the worker's request shall amount to 2 months 
tor each year of employment at heavy or demanding work, and to 4 months 
for each year of employment at extremely heavy or demanding work. In 
no case may the age of eligibility to exercise the early retirement op- 
tion be less than 55 years for men and 50 years for women employed at 
heavy or demanding work, or 45 years for women employed at extremely 
heavy or demanding work. 


b. tor each year of employment at heavy or demanding or extremely 
heavy and demanding work, the worker's account shall be credited with 


. or 4 months, respectively, of actual contributions for purposes of 
pension rights and seniority rights as a contributor, up to a maximum 


of 60 months for his entire covered employment for heavy or demanding 
work, and up to a maximum of 120 months for extremely heavy or demand- 
ing work; 
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Cc. to cover the increased costs of early retirement, a supplementary 
contribution shall be imposed on the employer; 


d. categories of workers, heavy or demanding work, and extremely heavy 
or demanding work must be reported. 


Article & 

(Taxable and pensionable compensation) 

For purposes of determining the tax base for retirement and social se- 
curity contributions, compensation is defined as everything the worker 
receives from the employer in money or in kind, including any and all 

deductions connected with the work relationship. 

Exempted from taxable compensation are: 

1. Reimbursement for per diem expenses or expenses incurred while on 

travel or mission status in actual figurés ‘based on the number of days 


the employee was actually on travel or mission status; 


2. reimbursement for actual out-of-pocket expenses incurred by the 
employee in the performance of or in connection with his duties; 


3. entertainment expenses; 
4. cash outlays; 


5. Cash advance in lieu of board for naval personnel ashore, limited 
to 60 percent of the sum advanced; 


6. bonuses or gifts made on a one-time basis out of generosity, pro- 
vided the ire not connected, even indirectly, with the workers! per- 
formance aud the corporate balance-sheet ; 


7+ seniority and supplementary severance pay whenever granted in rela- 
tion to termination of the work relationship; 


S. the value of free mess or canteen meals; 


0. the portion of commission compensation received by insurance workers 
as reimbursement for expenses, up to a maximum of 50 percent of the 
said compensation; 


LO. family support payments, no matter how described, made by the em- 
ployer up to comparative levels with the sum total of family subsidy 
payments out of the family subsidy fund. 


Listing of factors excluded from estimates of taxable income is manda- 
tory. 
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Compensation as defined above is also taken as a base figure for cal- 
culating entitlement services rendered by the welfare and social secu- 
rity agencies concerned. 


tor mandatory welfare services governed by standards requiring inclu- 
sional in pensionable compensation of pay for overtime work, the por- 
tion ot such compensation received for overtime in excess of 250 hours 
in any one year, with the exception of seafaring workers, shall not be 
taken as a basis for calculation of services rendered by the welfare 
and social agencies concerned. 


fhe provisions of the present article shall supersede those in Article 
L2 ot PL 153, 30 April 19609, as of the pay period following the one 
current as of the date upon which the present Act becomes law. 


Article 0 


(Ceilings on pensionable and taxable compensation 
and voluntary contributions to the pension fund) 


As ot 1 January 1952, the ceiling on annual compensation as defined in 
Article 19 of FL 155, 23 April 1981, for purposes of defining the pen- 
sion and tax base for calculating mandatory contributions to the em- 
ployed workers! pension fund shall be adjusted annually, beginning on 
| January, under the system of automatic witholding provided for pen- 
sions paid out of the aforesaid fund in excess of the minimum compen- 
sation. 


Or the portion ot compensation in excess of the aforesaid annual ceil- 
ing, a voluntary contribution to the employed workers! pension fund 

in the amount of 4 percent is owing, of which 1.30 percent is to be 
paid by the worker. 


In cases of employment for periods of less than 1 year, the compensation 
ceiling referred to in the two preceding paragraphs shall be prorated 
tor the period of actual employment. 


fhe ceiling on annual compensation referred to in the first paragraph 
ol the present Article is hereby extended to cover pensions paid out of 
the employed workers' pension fund beginning after 31 December 1979. 


Article LG 


(Ceilings on pensionable compensation in the form of 
replacement, exonerative, and exclusive insurance) 


Beginning with the month following that in which the present Act becomes 
law, the ceiling on pensionable compensation called for under Article 

. is hereby extended to cover all mandatory forms of replacement, exon- 

erative, and exclusive insurance apart from mandatory general insurance. 











bor penstons paid out within the 5-year period subsequent to the date 
upon which the present Act becomes law, the insured or his survivors 
may clect to have the pension determined on the basis of the standards 
set torth tor mandatory general insurance, with exception being made 
from the ceilings set in the present Article. 


Article ll 
(Determination of pensionable compensation) 


Annual Compensation counted toward retirement pensions shall consist 
or one tifth of the total compensation received over the life of the 
work relationship, or paid to the worker's account in specie or in 
credit, or trom any voluntary contributions made during the 200 weeks 
prior to the initiation of pension payments. 


lo each week the average compensation over the calendar year in which 

it falls shall be assigned. The average compensation for each calen- 
dar year shall be determined by dividing compensation regularly recei- 
ved tor work as an employee, compensation credited for pension purposes, 
or any voluntary contributions made by the number of weeks covered by 
contributions -- mandatory, actual, credited, or voluntary. 


For the calendar year in which the pension payments begin, considera- 
tion shall be given to compensation received during the pay periods 
prior to the actual beginning of pension payments. 


Average weekly compensation determined for each calendar year within 
the meaning of the second paragraph shall be recalculated on the basis 
ot variations in the annual cost of living index, as determined by 
ISTAl tor purposes of fixing COL increases in compensation for workers 
in industry, between the calendar year in which the compensation was 
paid and the calendar year just prior to that in which the pension 
payments begin. 


Average weekly compensation for each calendar year or fraction thereof, 
recalculated within the meaning of the preceding paragraph, shall be 
counted only insofar as they do not exceed the maximum pensionable 
compensation allowable during the calendar year in which pension pay- 
ments begin. 


Should the number of weeks of actual contributions for the determina- 
tion of pensionable annual compensation be less than 260, always pro- 
vided that the determination of average compensation for each calendar 
year is reckoned as stipulated in the preceding paragraphs, the yearly 
compensation for pension purposes is derived from the arithmetical mean 
ol the compensation corresponding to the contribution weeks of record. 











Article 12 
(Pensionable compensation’ proper interpretation) 


For pensions beginning as of the date upon which the present Act be- 
comes law, individual compensatior. as reported by the employer within 
the meaning of paragraph 1, Article 4, of DL 352, 6 July 1978, as 
moditied by amendment to PL 467, 1 \ugust 1978, shall be understood as 
constituting the total compensatic.: paid the individual employee dur- 
ing the calendar year covered by tie report.Pensionable compensation 

as reterred to in Article 26 of PL 160, 3 June 1975, is therefore equal 
to the average found by subdividing said compensation by the number of 
weeks during which services were rendered over the same calendar year. 


[The Social Security Institute (INPS) is hereby empowered to gather all 
data reterred to in the preceding paragraph, including those referring 
to periods prior to 1978, if said data have not been filed by the em- 
ployer. 


Article L3 


(Counting of periods of illness and absence from work due to accicent) 


For purposes of calculating pensions beginning after the date upon 
which the present Act becomes law, insured periods of illness amd per- 
iods of absence from work covered by temporary disability insurance 
occurring after the date upon which the present Act becomes law shall 
be counted toward pension entitlement even if they exceed the duration 
stipulated in royal DL 1827, 4 October 1935, with its subsequent amend- 
ments and emendations. 

Article 14 

(Rules for supplements to the minimum pension entitlement ) 
Suppiements to the minimum pension benefits under mandatory general 
insurance for disability, old age, and survivors of employed workers 
covered by pension plans replacing exonerative, and exclusive of same, 
as well as by special plans covering merchants, tradesmen-artisans, 
independent farmers, sharecroppers, and colonists, and special plans 
coverins miners, are not due individuals having personal income sub- 


ject to personal income tax in an amount in excess of twice the annuai 
total of the minimum pension payment made from the employed workers! 


tund. For married individuals not legally separated, supplements to 
the minimum pension shall not be due when their joint income is in ex- 
cess of three times the minimum pension payment as determined above. 


fncome from the house in which they reside shall not be counted in 
estimating joint income. 


Should their joint income be less than the aforesaid minimum, supple- 
ments up to the amount of the minimum shall be gi:anted, provided such 
supplementation does not involve exceeding the said minimum. 
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with the income ceilings referred to in the preceding paragraphs 
still in effect, in the case of concurrence of two or more pensions 
(the supplement referred to in those same paragraphs is due only 
once and shall be paid out of the pension paid by the insurance 
agency paying the smallest pension at the highest cost or, costs 
being equal, by the insuring agent who has been paying the pension 
beginning at the earlier date. In the case of direct and survivor 
pension entitlement under the same plan and less than the minimun, 
supplements to the minimum pension are guaranteed only to the in- 
dividual directly entitled, provided that his income is not in 
excess of the aforestated Limits. 


for purposes of ascertaining income as stipulated in the first pa- 
ragraph, the persons concerned must submit to the insurance plan 
under which they are covered the declaration ,of income. specified 
in Article 24 ot PL 114, 13 April 1977. 


Pensions beginning prior to 31 December 1982, in cases where the 
entitled individual has income in excess of the limits stipulated 
in the preceding paragraphs, are excluded from the provisions ot 
paragraphs 1, 2, 3, and 4, to the extent. of the minimum pension 
level in effect as ot said date, and are subject to the regulations 
eoverning automatic compensatory pension payments for pensions 

less than the minimum paid by the employed workers pension fund. 


Persons entitled to pensions with supplementary payments starting 
prior to 31 December 1982 must submit, within the time and in the 
form required by the pension ftund under which they are covered, a 
statement showing the cumulative amount of their own and their 
spouses’ annual income. 


Ihe provisions set forth in the fitth paragraph shall also apply 
to persons entitled to pensions with supplements to the minimum 
level for which payment began prior to 31 December 1982, if their 
income is in excess of the limits stipulated in the preceding 
paragraphs atter the said date. In such cases, those entitled 
will recieve the sum ot the minimum payment in effect as of 31 
December 19382, plus whatever increases may have been approved 

in the meantime on the basis of the automatic increase in pensions 
below the minimum paid by the employed workers! pension fund. 


fhe provisions of this Article shall not apply to pensions to sur- 
vivors of more than one covered worker. 


Any person found guilty of wrongfully attempting to procure for 
himself or for others payment of pension supplements not right- 
fully due shall be required to pay the covering agency concerned 
a sum equal to twice that wrongfully received. 


In cases where supplementation to the minimum payment is found to 
have been granted on the basis of a false statement, aside from 
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any sanctions provided for under current law, the said supplement 
shall be cancelled or redetermined at the proper level of entitle- 
ment, and the sum wrongfully paid tire pensioner may be recovered, 
without regard to the limits specified under the regulations in 
torce anent such matters. 


Article 15 
(Automatic pension supplementation) 


Beginning 1 January 1983, the overall increase for automatic sup- 
plementation to pensions greater than the minimum paid by the 
employed workers! pension fund may not be less that the sum ob- 
tained by applying to said pensions 75 percent of the percentage 
variation referred to in Article 19 of PL 153, 30 April 1969, and 
all subsequent modifications and emendations thereto, nor greater 
than the sum, plus 50 percent, obtained by applying to said pen- 
Sions the percentage increase called for under the aforesaid Ar- 
ticle 19 of PL 153. 


The percentage increases referred to in the first paragraph of Ar- 
ticle 10 of PL 100, 3 June 1975, with its subsequent amendments 

and emendations, shall not apply to the additional amounts refer- 
red to in the third paragraph of the aforesaid law, paid out over 
the 2-year period preceding the date upon which the pension increase 
takes effect. 


In the initial implementation phase of the present Article, there 
shall be no impact on any greater amounts attributed as advances 

during 1982 as a result of the thrice-yearly adjustments referred 
to in Article 23 of PL 119, 30 March 1981. 


The provisions of the present Article are hereby extended to cover 
pensions paid by the insurance plans to which Article 1 of DL 942, 
23 December 1977, as amended with modifications in PL 41, 27 Feb- 
ruary 1975, is applicable. 


Article lo 


(Regulations for the cumulative amount of pension and income from 
employment, self-employment, professional activity, and other in- 
surance income ) 


Survivors! pensions paid out of the mandatory general disability, 
old age, and survivors of employed workers insurance fund, by sup- 
plementary, exonerative, and exclusive plans, as well as by the 
special plans for independent workers shall be reckoned cumula- 
tively with income from employment, professional, and self-employ- 
ment, and with income from wage supplements and from regular and 
special unemployment compensation. 


Also to be reckoned cumulatively with the income cited above are 
direct pensions paid by insuring agencies indicated in the 
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preceding paragraph whose grand total does not exceed twice the 
minimum level in effect for the emplicyed workers! pension fund. 
for pension systems tor employed and self-employed workers which 
have no provision tor minimum payments or have provisions differ- 
ent trom those in efttect in the employed workers! pension fund, 
piovision shall be made with reference tu those in effect in the 
latter fund. 


Direct pensions amounting to more than twice the minimum level, paid 
by the svstems referred to in the first paragraph, as well as those 
paid under the terms of Article 123 of PL 903, 21 July 190605, shall 

be subject to witholding in periods during which they are counted 
cumulatively with compensation received for employment by third 
parties, with income from self-employment or professional activi- 
ties, and with ail wage supplements or unemployment compensation 
payments received. Witholding shall not be applied in cases of 
eaintul activity conducted outside this country. 


fin any case, whatever the amount of the pension, the sum witheld 
may not exceed the difference between income from employment, self- 
employment, or protessional activity, or that between the pension 
payments cited in the first paragraph of this Article aiid a sum 
equal to the minimum pension tevel. 


for purposes of implementation of the cumulative ban referred to in 
the preceding paragraphs, pensions and compensation are to be under- 
stood as net of increases and family subsidies; for the same 
purposes, there must be subtracted from gross compensation for seli- 
employment or professional activity the proper amounts for taxes 

and for insurance and welfare contributions; further exemptions 

may be allowed on income from self-employment or proftessiona! acti- 
vities for production expenses as stipulated in current tax laws. 


Witholding shall be effected by the employer when the pension is 
added to income from employment; by the appropriate welfare agency 
when compensation is added to wage supplements and unemployment com- 
pensation, and by the Finance Ministry at the time of filing yearly 
income tax returns in all other cases, and the sums witheld shall 

be paid within 120 days to the proper insuring institute. 


Article 17 
(Single Social Security tax liability) 


The Government of the Republic is delegated to promulgate, within 6 
months of the date upon which the present Act becomes law, rules 
providing for: 


a. gradual equalization of contributions paid by workers enrolled 
in all pension funds and systems, with stipulation of the share of 
the worker's overall contribution earmarked tor the general welfare 
fund, 











b. periodic adjustments, by decree of the Minister for Labor and 
Social Security acting in concert with the Treasury Minister, and 
upon advice of the board of directors of the National Social Secu- 
rity Institute, in the amount of the contribution to reflect pen- 
sion management costs, taking due account of possible participation 
by the State; 


c. standardization of contribution shares deriving from the admin- 
istrative costs of the INPS, providing for possible diversification 
in relation to the specific work performed or to recipients of the 
individual insurance and welfare services. 


Until such time as the said rules are promulgated, the portion to 
be set aside for the general welfare fund shall be set at 4 percent 
ot taxable income for pension purposes, of which 1.30 percent shall 
be paid by the worker, and shall be paid by the pension agencies 
and funds concerned into the employed workers' pension fund within 
20 days after the end of the month of payment. 


Article l1> 


(Crediting weekly contributions for purposes of insurance and 
weltare services) 


Ihe number of weekly contributions to be credited to employed workers 
over the course ot the calendar year, for purposes of the pension 

and welfare services of INPS for each calendar year subsequent to 
LOs2, shall be equal to that of the weeks of the same year in which 
compensation was received or credited in compliance with the regu- 
lations governing such credits, provided that compensation paid, 

due, or credited for each such week is not less than 30 percent of 
the minimum monthly pension paid by the employed workers' pension 
tund as of 1 January of the year in question. 


should that not be the case, the worker shall be credited with a num- 
ber ot weekly contributions equal to the share, rounded off to the 
hiehest lira, which is obtained by dividing the total compensation 
paid, due, or credited during the calendar year, by the compensa- 
tion referred to in the preceding paragraph. Contributions thus 
arrived at, while not affecting seniority in the pension program, 
shall be referred to a period covering as many weeks for which com- 
pensation was received or credited as there are said contributions 
counting backwards in time from ohe final week worked or credited 
within the calendar year. 


For the year in which the pension request is filed, the number of 
weekly contributions to be credited to workers for the period be- 
tween the first day of said year and the date upon which pension 
payments will begin shall be determined by applying the standards 
set forth in the preceding paragraphs to the weeks within the 
period in question in which job services were rendered or for which 
the worker's account was credited. 
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The provisions of the present Article shall not apply to workers en- 
vagsed in domestic or family service, or to farm workers. 


Article 19 
(Pensions for miite and quarry workers and peat-cutters) 


As of 1 January 1953, all pensions carrying supplements to bring them 
ip to the minimum level and paid by the employed workers' pension 
tund (FPLD), by the special funds for mine and quarry workers and 
peat-cutters, and by the defunct disability, old-age, and survivors 
fund for workers in the Sicilian sulfur mines, provided the pension 
has been granted on the basis of a number of weeks of mandatory in- 
surance and contributions, actual and credited, excluding any volun- 
tary contribution and any contributions made during periods subse- 
quent to the start of pension payments, said number of weeks' being 
at least 751, shall undergo the automatic equalization provided for 
pensions involving sums greater than the minimum under Article 10 

ot PL LoO, 3 June 1975, and under all subsequent amendments, changes, 
and increases, and under Article 23 of PL 119, 30 March 1081, with 
its subsequent modifications and additions. 


Ihe increases referred to in the preceding paragraph are granted on 
the basis of the pension without supplement, without regard to the 
right to the sum provided under Article 14 quater, third paragraph, 
otf DL 003, 30 December 1979, since retitled with modifications as 

PL 32, 29 February 1980, with subsequent modifications and additions, 
up to and including the said amount as a result of the application 
of the provisions contained in the present Article. 


Article 2O 


(Creditingweekly contributions for workers engaged in domestic and 
family service) 


The tirst and second paragraphs of Article 10 of PD 14023, 31 December 
LO71, are hereby replaced with the following: 


"For purposes of entitlement to insurance with the INPS, in the course 
of a calendar quarter, the number of weekly contributions to be cre- 
dited to the worker shall be the number of weeks worked for which 

the contribution has been paid or is owing on the basis of the pre- 
sent Decree, provided that the average contribution for each week 
corresponds to a minimum of 24 working hours. 


"Where such is not the case, the worker shall be credited with a 
number of weekly contributions equal to the quotient, rounded off to 
the highest fraction, obtained by dividing the total contributions 
of the said calendar quarter by the contribution corresponding to 

24 hours of work." 
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Article 21 
(Minimum voluntary contributions) 


[he minimum amount of weekly wages against which voluntary contribu- 
tions may be assessed shall not be less than that of the average 
compensation in the compensation class found in Table F attached to 
DL 402, 29 July 1951, as reenacted with modifications as PL 537, 206 
September 1981, equal to or immediately below the weekly compensa- 
tion as determined within the meaning of the first paragraph of Ar- 
ticle lL>. 


[he amount of the minimum voluntary contribution to be made by those 
voluntarily seeking coverage under the mandatory general insurance 
for disability, old age, and survivors and under the special plans 
tor selt-employed workers may not be less than that established under 
the criteria set forth in the preceding paragraph for ordinary em- 
ployed workers. For those categories required to make monthly volun- 
tary contributions, said sum shall be c lculated on a monthly basis. 


Art icle 22 


(Delegation ot powers to the Government in matters of extending 
the regulations on compensation conferring pension entitlement ) 


lhe Government ot the Republic is hereby empowered to promulgate re- 
culations within 12 months otf the date upon which the present Act 
becomes law designed to implement, with all due speed, the following: 


ae extend to those mandatory forms of pension insurance which replace, 
exclude, or exempt covered workers from mandatory general insurance 

the annual measurement of the percentage of pension replacement of 
Current compensation in effect under the said general pension insur- 


ance plan within the maximum limit of 50 percent of compensation; 


Db. erxatend to those mandatory forms of pension insurance which replace, 
‘\Clude or exempt covered workers from mandatory general insurance 

the criteria in ettect for the said general insurance in determining 
the reference compensation for purposes of tax requirements and pen- 


sion calculation; 
Cc. extend to those mandatory forms of pension insurance which replace, 
exclude or exempt covered workers from mandatory general insurance 


the regulations which select the period to be taken as a base for 
determining compensation to count toward pension eligibility in ef- 
tect under the mandatory general insurance plan. 











Article 23 


(luteezration of the replacement, exclusionary, and exonerative 
forms of pension insurance into the INPS) 


By decree of the Prime Minister, at the instance of the Minister 
tor Labor and Social Security, in concert with the Treasury Minister, 
upon hearing the opinion of the parliamentary commission referred to 
in Article 50 of the present Act, and upon hearing the labor organi- 
vations most widely represented nationally, the board of directors 
ot the INPS and the boards ot directors of the agencies, tunds, or 
institutes concerned, measures may be taken to integrate the replace- 
ment. exclusionary, and exonerative pension plans into the mandatory 
ceneral plan for disability, old age, and survivors! insurance, with 
due consideration of specific peculiarities of each occupation and 
of the special features of tite work relationship in such occupations. 


Ihe criteria, conditions, and procedures for integration into manda- 
tory general insurance, tor the dissolution of the agencies manag- 
ine the insurance plans referred to in the preceding paragraph and 
Lhe absorption into INPS of their personnel shall be established 
according to general principles which make due allowance for the 
efticieney, functionality, and economic soundness of the several 
plans, by decree of the President ot the Republic, at the instance 
ot the Minister for Labor and Social Security in concert with the 
[freasury Minister, to be promulgated within 2 years of the date upon 
which the present Act becomes law. 


Article 24 
(Pensions for craftsmen, artisans, and merchants) 


As ot Ll January 1Y*3 the size of pensions to be paid to persons cov- 
ered by the special plans tor craftsmen, artisans, and persons en- 


. 


caved in trade or business shall, tor each year ot coverage under 


_ 


) 


and contributions to their respective pension plans, be equal to 2 
percent ot the annual earnings trom said cratt, trade, or business 
by each person covered, as specified in Article 27 of the present 
Act. as found from the average of the LO calendar years, or tewer if 
there were not 1O years, prior to the start of pension payments. 


rhe income referred to in the preceding paragraph shall be re-evalita- 
ted to a level corresponding to 75 percent of the variation in the 
annual cost of Living index as calculated by ISTAT tor use in setting 
COLA levels for workers in industry, between the calendar year in 
which the earnings were made and that preceding the beginning ol 
pension payments. 


In the absence ot earned income taxable for IRPEF purposes, the base 
shall be the income corresponding to each calendar year, according 
to the ratios tound between the contribution percentage reterred 
to in Article 27 of the present Act and the minimum contribution sti- 
pulated in the said Article. 








For each year prior to 1983 consideration shall be given to the 
declared earnings from the business, craft, or trade for purposes 
ot the IRPEF relating to the year immediately preceding the year 
in question. 


In the absence of earnings from the business, craft, or trade, or 
for years in which such earnings cannot be documented within the 

meaning of the regulations governing such disclosures, each such 

year shall be counted as having generated earnings as determined 

by the criteria set forth in the preceding paragraph for 1983. 


Article 25 
(Minimum pension levels for artisans, craftsmen, and tradesmen ) 


As ot L January 1983, the monthly amount of the minimum pension paid 
by the special pension plans for artisans, craftsmen, and tradesmen 
shall be made commensurate with those paid by the employed workers' 
pension fund. 


As ot the same date, 1 January 1983, the provisions of Articles 9 
and LO of PL 1loO, 3 June 1975, with any additions and modifications, 
shall apply to pensions paid by the special plans referred to in 

the preceding paragraph. 


Hereby extended to those drawing pensions from the special plans 
(or artisans, tradesmen, and businessmen are the benefits cited in 
Article 14 quater of PL 33, 29 February 1950, provided they have 
made a mandatory contribution for a period greater than 15 years of 
coverage, while the provisions of the second paragraph of Article 
ls remain in eftect. 


Article 206 


(Supplementary pensions and pension supplements for 
artisans and tradesmen. 


Supplementary pensions of which payment begin on 1 January 19353 
within the meaning ot Article 5 of PL 1335 of 12 August 1902, 

under special plans for artisans and tradesmen shall be calculated 
according to the rules set forth in Article 24 of the present Act 
tor selt-employment pensions paid by such plans, with the exception 
ot the regulations covering supplements to the minimum pension. 


Ihe provision referred to in the first paragraph shall apply as well 
to supplements to pensions to be paid by the plans referred to in 


the Said paragraph within the meaning of Article 19 of PD 454, 27 
April LYos, with all its modifications and emendations. 


For purposes of determining the amount of supplementation to be 
oranted, consideration shall be given to other income as specified 








in Article 24 of the present Act, and to the periods relevant to 
such income. 


The pension supplement shall be added to the base pension, and shall 
become an integral part of same for all purposes and intents what- 
soever as ot the date upon which the said supplement is [first paid. 


Article 27 


(Amount of insurance contributions for 
artisans and tradesmen) 


Selt-employed workers covered by one ot ine special pians tor arti- 
sans and tradesmen Shall pay into those plans, tor each year atcer 
Los2, a contribution calculated on the basis ot a percentage of 
business income as reported to IRPEF for the previous year. 


[he amount of the percentage payment referred to in the preceding 
paragraph, as well as the minimum contribution owed in every instance 
from each individual covered by any of the plans reterred to in the 
preceding paragraph, shall be set betore 31 December of each year 

by decree ot the Minister for Labor and Social Security in concert 
with the Treasury Minister, at an amount calculated to maintain con- 
tinuing solvency tor the plans. 


As ot 1 January 1983, the maintenance contribution referred to in 
Article 21, first paragraph, of PL 1600, 3 June 1975, and its sub- 
sequent modifications and emendations, shall be continued in the 
amount of 05,000 and 02,000 lire per annum, to apply on a constant 
basis to the special plan for artisans and the special plan tor 
tradesmen, respectively; the yield from said contributions shall 
remain the property of the aforesaid special plans as ot the moment 
ot its institution. 


for purposes ot extinguishment of the deficits, apart from interest 
due as of 31 December 1953, to be accomplished on or before 31 De- 
cember LOSS, the contributory measures referred to in the preceding 
paragraph shall be varied, by decree of the Minister tor Labor and 
Social Security, in concert with the Treasury Minister, to be pro- 
muleated on or before 21 December ot each year, after hearing the 
report of the board ot audit of the plans concerned. 


Ihe owner of record of the artisan or commercial enterprise shall 
be required to pay the contributions for all employees of the enter- 
prise referred to in the first paragraph of this Article, though 
retaining the right to reimbursement by them. 


fhe maintenance contribution and the percentage contribution within 
the limits of the minimum indicated in the present Article shall be 
collected in four instalments, together with the other insurance 
contributions in fixed amounts, at the intervals and under the pro- 
cedures set torth in PL 155, 23 April 191. 











The percentage contribution in excess of the minimum amount shall 
be collected for each employee of the enterprise at the same time 
as the additional contribution for health services established by 
PD 53%, & July 1980. 


Article 2% 
(Additional corporate contribution) 


As of 1 January 1983, overall corporate revenues as set forth in 

the first paragraph of the preceding [sic] Article 31, shall be taken 
into consideration for purposes of determining the additional cor- 
porate contribution required under the second paragraph of Article 


l of PD 538, 8 July 1980, including all subsequent amendments and 
emendat ions. 


Article 29 


(Minimum pension payments to independent farmers, 
sharecroppers, and settlers) 


\s of 1 January 1983, minimum pensions paid by the special plan for 
independent farmers, settlers, and sharecroppers shall be equivalent 
to those paid by the employed workers! pension fund and shall be 
reassessed according to the existing regulations for the said fund. 


fhe regulations contained in Article 14-quater of PL 33, 29 February 
Lus0, which require 781 weekly contributions, shall be understood 

to apply to independent farmers, sharecroppers, and settlers. The 
said requirement shall be met through mandatory contributions paid 
over a period in excess of 15 years of coverage, while the provi- 
-ions ot the second paragraph of Article 19 remain unaffected. 


Article 30 


(Assessing contributions for independent farmers, 


sharecroppers, and settlers) 

\s ot L January 1983 contributions for mandatory disability, old age, 
ind survivors! insurance for independent farmers, sharecroppers, and 
settlers and those granting it shall be determined as follows: 

: u) annual quota for each covered individual commensurate with 
‘revailing compensation, determined every 3 years by decree of the 
Minister for Labor and Social Security in relation to minimum com- 


ensat ion tor workers in industry, calculated by the Central Statis-~- 
'ical Institute (ISTAT) on the basis of the average for the last 3 
Cars prior to implementation, with due allowances for the diversity 
++ comoensation among the several sectors. Said quota shall be set 


it ~L5 percent ; 


2. an additional contribution for each family operation, commensui- 
ite with the farm income of the preceding year updated by applica- 
the taetors established within the meaning of Article ‘7 
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PD 597, 29 September 1973, by decree of the Finance Minister with the 
consensus of the central pension rights commission. The said contri- 
bution shall be se., pending review and approval of the deeds registry, 
at up to 30 percent, said portion to be reduced to 15 percent for 
operations located in mountainous ‘areas and in those disadvantaged 
zones mentioned ia the final paragraph of Article 13 of PL 537, 29 
September 1981. 


Artele 31 
(Restructuring the INPS) 


The National Social Security Institute (INP Ss; shall revise and improve 
its organization and its procedures so as to meet the requirement tor 
timely performance of the functions assigned it, with particular at- 
tention to its welfare and pension services. The agency's control 

and audit activities shall be shall be upgraded to conform with these 
eoals. 


lo this end, standards for the reordering of the said Institute's 
management are contained in the present title. 


Article 32 
(Responsibilities of the Board of Directors) 


Numbers 21, 22, and 23 of Article 4 of PD 639, 30 April 1970, are 
hereby replaced with the following: 


Jl. to approve the administrative and accounting regulations 

which, even by way of exception to PD 0965, 15 December 1909, are jus- 
titied by the functional organization ot the institute; under these 
reculations controls will be provided, specifically, over all proce- 
dures for contracts and supplies, and over the stipulation of con- 
tracts in general, and limits shall be placed upon expenditures over 
which the Institute's central and outlying agencies are empowcred to 
make decisions; 


22. inquire into and render decisions upon matters ot ceilings con- 
cerning interpretation and application of the rulings in effect in 
matters of insurance and pensions; 


23. coordinate and reconcile actities of the bodies in charge of the 
several plans, and of regional and provincial committees, while re- 
specting their specific authority: to examine periodical reports on 
the activities of provincial committees for the purpose of verifying 
the suitability of the Institute's organizational standards, coordin- 
iting the approaches which emerge trom the said activity, and ruling 
in issues submitted by the said committees, in cases where said issues 
do not fall within the specific competency ot other government bodies. 


The tollowing paragraphs shall be added to Article 4 of PD 039, 30 
April 1909: 


a) 
\U) 








"tt shall also be in the province of the INPS Board of Directors: 


a. to delegate some of its own responsibilities, within the scope of 
predetermined general criteria, to other central and outlying bodies 
ot the Institute; 


b. to regulate, on its own authority, and after hearing the views 
of the labor unions, the ordering of its services, and to determine, 
within the area of work distribution, the number of employees to be 
assigned to each office." 


Article 33 
(Makeup of the Board of Directors) 


Article 30, paragraph 1, of PD 639, 30 April 1970, is hereby replaced 
with the tollowing: 


">. three board members to be chosen from among employer representa- 
tives." 


Article 34 
(Authority of the executive committee) 


fhe tollowing numbers are hereby added to Article 7 of PD 639, 30 
April 1970: 


"I7. to regulate all matters connected with employer training for 
pension purposes and to render decisions on all appeals thereto con- 
nected; 


Is. to regulate matters of authorization to centralize contribution 
compliance with one specific Institute office." 


\ppeals pending before the Family Subsidy Fund Committee and the 
Ministry for Labor and Social Security as of the date of effect of 
the present Act shall be decided by the said bodies according to the 
procedures and authority in effect as of the said date. 


Article 35 

(Special committee on economic assistance in case of illness) 

the special committee on economic assistance in case of illness, in- 
cluding aid tor tuberculosis victims and for maternity, is hereby 
ost abLished, and shall consist of: 


1. the president of INPS, who shall reside over it; 
I ’ 

l, eight representatives of the workers appointed by the national 

labor organizations represented on the national council on the economy 

and Labor; 











c. three representatives of the employers, appointed by the national 
employer, confederations deemed most representative among those re- 
prescnted on the nat ional council on the economy and labor; 


d. one representative of the Minister for Labor and Social Security 
and one representative of the Treasury Ministry, selected trom among 
those in grade no lower than ranking director and, for each of them, 
a proxy in grade no lower than divisional deputy director. 


Ihe Director General of the Institute shall take part in all meetings 
of the Committee, shall cast an advisory vote, and may send as his 
replacement one of the deputy directors general specifically designa- 
ted so to serve. 


rhe Committee shall be constituted by decree from the Minister for 
Labor and Social Security, and shall remain in oifice for 4 years. 


Article 22 of RDL 1837, 4 October 1935, as amended by DL 430 of the 
provisonal head of State, 13 May 1947 and ratified by PL 5601, 17 
April 1950, is hereby abrogated. 


Article jo 


(Mission of the special committee on economic 
assistance in cases of illness) 


It shall be the mission of the special committee om economic assis- 
tance in cases of illness to: 


1. make proposals on general matters relevant to contributions to- 
ward mandatory insurance against illness, including tuberculosis and 
maternity, owed to employers and from workers, and to related eco- 
nomic assistance; 


2. render opinions on issues submitted to it by the board of direc- 
tors and other collegiate bodies of the Institute, or by the presi- 
dent 5 

>, rule on the questions and proposals submitted to it by the pro- 
vincial committees, whose activities it shall coordinate and stan- 


dardize within the area of its own competence; 


4. examine and render an opinion on management's preliminary budgets 
and annual reports. 


Article 37 
(Delegation of the powers of the president ) 


Number 2 of the second paragraph of presidential decree 039, 30 April 
1070, is hereby replaced with the following: 
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"Shall summon and preside over the board of directors, the execu- 
tive committee, and the committees on funding, management, and cash 

on hand, with the exception of the special committee of the employed 
workers! pension fund, which shall be summoned and presided over by 

the vice president representing the employed workers, who is required 
to report to the president as to the state of the fund and on the more 
important questions relating to it; may delegate to members of the 
board of directors the presidency of the committees on funding, managc- 
ment, or cash on hand." 


Article 3* 
(Secretariat of the collegial bodies) 


An official of the agency, assisted by one or more officials in the 
capacity of aid or secretariat, shall take part in the meetings of 
all collegiate bodies, central or outlying, of INPS. 


Meetings of the aforesaid committees and of the investigatory commis- 
sions. if and when such are established, may be attended by an official 
of the agency, assisted by one or more officials acting as aide or 
secretariat. 


Ofticials with specific expertise in the matters to be dealt with 
may also take part in the meetings of the aforesaid committees and 
of any investigatory commissions as may be established within their 
purview. 


Article 39% 
(Board members! responsibilities) 


ihe president, the vice president, and members of the collegiate 
bodies ot INPS shall be answerable for damages to the administration, 
in the exercise of their respective duties, in case of fraud or grave 
misconduct. The right to compensation is extinguished upon expira- 
tion of the statute of limitations provided in the civil code, which 
beoias to run as of the day upon which the injurious act is found to 
have been committed. 


Article 40 
(Removal from otfice of members of collegiate bodies) 


Article 42 of PD 639, 30 April 1970, is hereby replaced with the fol- 
lowing: 


"1, Members of management bodies shall be removed from office at 
such time as they may fail, on five successive occasions or on more 
than six summons to meetings within a single calendar year, and with- 
out vood and valid reason, to attend meetings of the body ot which 
they are a part. 











"“Sembers of the college cf auditors shali be removed from ottice 
when, without good and valid reason, they fail to attend moore than 
tive meetings of the said board within a single tiscal year, or when 
they fail, without good and valid reason, to be present at more than 
six consecutive sessions of the bodies at whose meetings their pre- 
sence is required under Article 31 of the present Act. 


"The body to which the member belongs, having called such absences to 
his attention and requested explanation for them, to be forthcoming 
within 15 days, shall inform the nominating otticial of the circum- 
stances and of its action in response to same, requesting an appoint- 
ment of a replacement for the member, said replacement to be made 
within 30 days of said communication. 


"The same process, following the procedures set forth in the preceding 
paragraph, shall be undertaken, in cases where the body to which the 
member belongs makes no provision for it, by the college or 
auditors.'! 


Article 41 
(Control procedures) 


The Institute is subject to the oversight of the Ministry tor Labor 
and Social Security which implements its functions with the concur- 
rence of the Treasury Ministry, according to the regulations in ef- 
fect and with respect for the Institute's autonomy. 


fhe veneral regulations and criteria established by the board of di- 
rectors, as well as purely administrative decisions which by law are 
not subject to ministerial approval, shall take effect immediately 
and shall be forwarded, for purposes of the control function referred 
to in the first paragraph, to the Ministry for Labor and Social Secu- 
rity by registered mail carrying a request for receipt of delivery. 


[hose decisions by which the board of directors adopts or modities 

its staffing procedures, defines or modifies the staff size for each 
specitic office and the number of directors, shall be forwarded by 
revistered letter for approval to the Ministry for La»or and Social 
Security, which shall, within 00 days of receipt of the said decisions, 
approve them or refer them, with explanation, back to the board of 
directors for reconsideration. 


Sub ject to the same approval are decisions calling tor an increase 
or alteration in general and personal expenditures in compliance with 
the labor agreements approved by the Government. 


Por all findings of flaws in legality there must be express mention 
of the rules of law allegedly violated. 


(pon expiration of 60 days decisions not referred back to the board 
ot directors shall become effective. 











Decisions shall in any case become effective if, despite the referral, 
they are confirmed for good cause in a new decision by the board of 
directors, provided the basis for the referral by the Ministry was 
not a finding of flaws in legality. 


[he controls contained in the present Article shall replace those 
provided in Article 20 of PL 70,20 March 1975. 


Article 53 of PD 639, 30 April 1970, is hereby abrogated. 


[he said control procedure shall apply as well to decisions relating 
to the investment plans referred to in the second paragraph of Arti- 
cle 5 of PL 155, 23 April 1981. 


Article 42 
(College of Auditors) 


[The college of auditors shall exercise vigilance over the accounting 
practices of all plans administered by INPS. It shall be the speci- 
fic duty of the college of auditors to review and inspect the account 
books and recheck the balances. 


[fhe college of auditors shall be composed of a president and four 
members with expertise in public accounting, appointed by decree of 
the Minister for Labor and Social Security. 


For each member of the college of auditors a substitute member shall 
be appointed. 


The members of the college of auditors shall take part in the meet- 
ines of the board of directors, the executive committee, and of the 
committees provided for the various plans. 


Upon assignment by the president of the college of auditors, at least 
two auditors shall normally attend the sessions of the other central 
bodies of the agency. 


[The president may, if he sees fit, choose one of the said auditors 
assigned to attend meetings regularly, from among the substitute 


auditlorse 
\uditors may not be members of commissions and commitees, however 
established, within the Institute, nor may they accept study or con- 


sultant assignments. 


Articles 29, 30, 31, 32, and 54 of PD 639, 30 April 1970, are hereby 
abrogated, as are any and all provisions conflicting or incompatible 
with the present Article. 
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Article 43 
(Inspection of balances) 


fhe third paragraph ot Article 50 of PD 639, 39 April 1979, is hereby 
repLaced with the following: 


"The Minister for Labor and Social Security, with advice from the 
freasury Minister, may, upon clearly stated grounds, challenge trial 
balances within 00 days and final balances within 90 days of the 
date on which they are received at the Ministry for Labor and Social 
Security, and refer said balances back for reexamination by the 
board of directors for its final decision with explanation ot its 
reasons for so deciding." 


Ihe third paragraph of Article 51 of PD 633, 30 April 1970, is hereby 
replaced with the following: 


"The time allotted for the observations of the Ministry for Labor and 
Social Security, to be formulated upon consultation with the Treasury 
Ministry, shall be 30 days following the date upon which the decision 
reached it; when such time shall have elapsed, the variances stand 
as ettective." 

Article 44 

(Regional INPS Committees) 


In every regional capital a regional committee of the National Social 
Security Institute shall be established, to consist of: 


1. six representatives of employed workers; 

2. three representatives of independent workers, of whom one shall 
represent the independent farmers, sharecroppers, and settlers, one 
shall represent artisans and craftsmen, and one shall represent those 
eneaged in trade; 

3. three representatives of the employers; 

4. one representative of the regional government ; 

5s. the director of the regional labor office; 

o. the director of the regional INPS oftice; 

7 e one active and one substitute representative for each ot the pro- 
vinceial INPS committees established within the boundaries of the re- 


Cerone 


rhe committee shall be established by decree of the Minister for Labor 
and Social Security, after consultation with the Treasury Minister. 
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Members referred to in numbers 1, 2, and 3 shall be appointed upon 
desienation by the [labor] Confederations with heaviest representa- 
tion among those with representation in the National Council on the 
Economy and Labor. 


the committee, in its inaugural session, which shall be convoked 

by the senior member within 15 days of publication of the constituent 
decree in the GAZZETTA UFFICIALE, shall elect its president from 
amon, the members representing employed workers, and a vice president 
{rom among members representing the employers. Election shall be de- 
cided by secret ballot and an absolute majority of committee member 
votes. If necessary, ballotting shall be repeated until such time 

as the required majority of ballots is reached. 


Article 33 of PD 639, 30 April 1970, is hereby abrogated. 
Article 45 
(Collegiate bodies of the INPS) 


A representative for the Trentino-Alto Adige Region, and only of that 
rewion, shall belong to the collegiate bodies referred to in Articles 
33 and 34 of PD 639, 30 April 1970. 


This is not to affect the provisions of PD 58, 6 January 1978. 


rhe regional committee referred to in the preceding paragraph, in par- 
tial modification of Article 33 of PD 639, 30 April 1970, shall in- 
clude a representative of the Treasury Ministry with rank of direc 
tor of section or its equivalent. 


(he provincie! committees referred to in the first paragraph, in par- 
tial modificacvion of Article 34 of PD 639, 30 April 1970, shall in- 
clude, as representatives of the Ministry for Labor and Social Secu- 
rity, the directors of the Labor offices and of the major employment 
sources in the province. 


Article 4o 

(Reeional committee responsibilities) 

It shall be the duty of regional committees: 

1. to coordinate the activities of the provincial committees estab-—- 
lished within the boundaries of the region with particular regard to 
ihe provisions of Article 36, point ll, of PD 639, 30 April 1970; 

2. to pertorm the tasks assigned it by the INPS board of directors; 
>. ~=6tto maintein communications with the regional government for pur- 
poses of coordination and of mutual information in connection with the 


Institute's activities and orientation in the areas of pension rights 
and social services; 











4. maintain regular contact with the workers!, employers', employ- 
ers' agencies and other similar organizations in order to supply them 
with intormation on the Institute's activities in the region, and to 
eather suggestions and proposals from the said bodies; 


[he regional committe for the Aosta Valley shall perform only the 
tasks referred to in points 2, 3, 4, and 5 of the present Article. 


Article 47 

(Disputes over contributions and services) 

the provincial committee shall render the final decision in appeals 
against the procedures of INPS having to do with the following ser- 


vices: 


a. mandatory disability, old-age, and survivors! insurance for em- 
ployed workers; 


b. special insurance plans for employees of mining, quarrying, and 
peat-cutting businesses involving even occasional underground work; 


c. mandatory insurance against involuntary unemployment ; 

d. pension funds for housewives; 

e. the welfare fund. 

fhe committee shall also render final decisions on appeals involving: 


l. economic assistance in case of iilness, including matters con- 
cerned with compulsory insurance against tuberculosis, and for 
maternity; 


2. services involving family subsidies. 


[he coamittee shall also render final decisions on appeals connec- 
ted with contributions owed to INPS, including those relating to the 
continuation of the labor relationship and excluding those having 

to do with the special insurance funds and the special plans for 
independent workers. 


fhe term of appeal to the provincial council shall be 90 days follow- 
ine the date of communication of protest against the action in ques- 
tion. 


When 90 days shall have elapsed since the date of filing of the ap- 
peal and no action has been taken thereon, the appellants have the 
option of bringing legal action before the courts. 











Appeals against action concerning the services and contributions 
referred to in the preceding paragraphs, pending before the regional 
committees and the central bodies of the Institute as of the date 
upon which the present Act becomes law shall be settled by the said 
bodies according to the procedures and authority in effect as of the 
aforesaid date. 


Filing of the appeals referred to in the present Article shall not 
be construed as suspending the provision issued by INPS. 


On appeals concerning disability pensions, the provincial council 
shall rule, upon the advice of a medical board established at the 
provincial office of INPS, consisting of three physicians speciali- 
zing in such matters, one of whom shall be appointed by the Insti- 
tute, one by the appellant worker, and one by the region, to be 
chosen from among the physicians named in a special register. 


[The director of the Institute's provincial office may suspend execu- 
tion of committee decisions when coubts as to legality arise. In 
this case the suspension order shall be issued by the director within 
5 days, and be placed before the board of directors, with stipulation 
of the provision of iew allegedly violated, and the board shall rule 
within 90 days of the decision of the said committee. When the said 
90 days have elapsed, the [committee's] decision shall become effec- 
tive. 


The tollowing are hereby abrogated: Article 36, first paragraph, 
point 1; Article 44 and Article 45, and the third and fourth para- 
sraphs of Article 46 of PD 639, 30 April 1970; Article 55, point 

5, and Article 58, paragraph 1, of the sole text on family subsidies 
approved by PD 797, 30 May 1955, as well as any and all other provi- 
sions conflicting with the present Article. 


Article 48 


(Disputes in matters of contributions to and services from the 
special plans for independent workers) 


Appeal against measures taken by INPS in matters of services in con- 
nection with the special plans for independent workers is permitted 
solely to the competent committee set up to monitor them, as stipu- 
lated in Articles 15, 16, and 17 of PD 639, 40 April 1970. 


fhe vigilance committee for the special plan for artisans and the 
vigilance committee for the special plan for those workers engaged 
in trade shall make the final ruling in matters relating to contri- 
butions owed to the respective plans. 


[he vigilance committee for the special plan for independent farmers, 
sharecroppers, and settlers shall make the final ruling on matters 
relating to contributions owed to the said plan, but outside the 
compentence of the provincial commissions referred to in Article i2 
of PL 8, © January 1963. 
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lhe time allotted for appeal to the vigilance committees referred to 
in the preceding paragraph shall be 90 days following the date of 
the challenged ruline. 


When the 90 days shall have passed subsequent to the date of filing 
the appeal, appellants shall have the option of secking legal redress 
trom the courts. 


Appeals against actions involving services and contributions reterred 
to in the preceding paragraphs pending before the provincial commit- 
tees and the central bodies of the Institute as of the date upon 
which the present Act becomes law shall be settled by the said bodies 
according to the procedures and authority in effect as of said date. 


Filing of appeals referred to in the present Article shall not sus- 
pend the measure issued by INPS. 


Article 49 
(Disputes in matters of employer classification) 


Appeals from measures through which the INPS establishes classifica- 
tion ot employers for purposes of implementing standards for insurance 
and welfare is permitted before the Institute's executive committee 
within 90 days of the date of filing the challenge to the disputed 
ruling. The appeal shall be filed with the Institute provincial of- 
rice which approved the action. 


Appeals must be resolved within 90 days of the date of filing. Should 
there be no response within that interval, appellant may seek redress 
in the courts. 


Filing of an appeal shall not suspend application of the disputed 
action. 


Article 50 
(Unlawful decisions taken by central committees) 


Implementation of decisions taken by central committees on appeals 
within their jurisdiction may be suspended by the director general of 
INPS where there is doubt as to their legality. The move to suspend 
must be made within 5 days and must be submitted to the board of di- 
rectors, which shall rule within 90 days of the committee decision. 
Once the allotted time shall have elapsed, the decision becomes 
final. 


ARTICLE 51 
(Powers of the audit inspectors) 


[he tollowing powers are hereby conferred upon INPS and INAIL of fi- 
cCials assigned to audit and inspection duties: 











—_ 


a. to have access to all premises ot companies, tactories, labora- 
tories, Construction sites and other work places in order to exa- 
mine the the payroll books, and equipollent documents, including 
accounting documents, which have a bearing, direct or indirect, 
upon tulfilment of tax obligations and provision of services; 


b. to take statements and gather information from employers, work- 
ers, labor representatives on the premises, from the workers union 
organizations and from the Employers! Institutes, relevant to the 
continuation ot labor relationships, compensation, fulfilment of 
pension and insurance contributions, and to the provision of ser- 
vices relating thereto. 


fhe said officials may also exercise all other powers vested, inmat- 
ters of pensions and social services, in the Labor Inspector's Of- 
hice, with the exception of reporting violations, and must, when so 
requested, present a document of identification issued by the Insti- 
tutes; they must affix the date and their signature beneath the 
final entry in the payroll book. 


tmployers and their agents who interfere with the officials assigned 
to these duties in the exercise of the powers vested in them by the 
present Article shall be required to pay to the National Social Se- 
curity Institute, as an administrative penalty, a sum of 100,000 

to 1 million lire. In cases where they provide erroneous or incom- 
plete intormation, they shall be required to pay to INPS, as an ad- 
ministrative penalty, a sum equivalent to 50,000 lire for each em- 
ployee whose records are found to show failure to comply. 


[he otficials reterred to in the first paragraph shall be required 
to maintain confidentiality as to processes and any and all detail 
relating to production coming to their attention. Violation of the 
contidentiality requirement shall be punishable by a fine of 50,000 
to 100,000 lire, except in the case of graver offenses. 


Article 52 


Delegation otf authority to the Government to standardize 
and modify the penalty system in social security matters) 


for purposes of coordinating the provisions contained in legislation 
enacted at later dates and of bringing them into compliance with the 
new requirements imposed by the abolition of the mutual insurance 
funds with standardization of the procedures relating to the ascer- 
taining and collection of proper contributions into INPS, and with 
the turther intent of shortening procedures and lightening the case 
loads ot the judicial offices, the registry offices, and the pension 
and weltare Institutes, the Government, at the instance of the Minis- 
ter tor Labor and Social Security, in concert with the Justice Minis- 
ter, is hereby delegated to issue, within 1 year of the date upon 
which the present Act becomes law, standards designed to reconcile 
and modity the penalty system contained in the provisions of the law 
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In matters of mandatory insurance and social security, standardiz- 
ing the regulations which discipline and sanction such acts of omis- 
sion or commission, including reference to PL 059, 24 November LOSI]. 


Article 53 
(Increase in pensions for combat veterans) 


Citizens having served in combat, or as partisans, and all those 
maimed or disabled in war, exclusive of those who have taken advan- 
tage of or are entitled to take advantage of the benefits provided 
under PL 330, 24 May 1970, and subsequent amendments and additions 
thereto, shall be entitled, upon application, to a reversible in- 
crease in their pension payments as determined according to the 
usual standards, in the amount of 30,000 lire per month. 


fhe increase referred to in the preceding paragraph, again upon appli- 
cation by the individuals concerned, shall be applied as well to 
pension payments already in effect as of the date upon which the 
present Act becomes Law, provided that pension entitlement was ac- 
quired subsequent to 7 March 1908. 


fhe provisions contained in the present Article shall take pecuniary 
efiect as of the first day of the month following filing of the 
aforesaid application, and shall apply for purposes of ail pension 
payments deriving from registration under mandatory insurafce plans 
for employed workers and independent or professional workers, and 
for purposes of the social pension provided for under present law. 


[he cost deriving from application of the present Article shall be 
charged in toto against the State budget. 


The State shall take steps toreimburse agencies handling pension 
payments, under procedures to be established by decree of the Trea- 
sury Minister, for costs sustained in the application of the pre- 
sent Article. 


Article 54 
(Standard texts) 


The Government, at the instance of the Minister for Labor and Social 
Security, is hereby delegated to issue, within 1& months of the 

date upon which the present Act becomes law, in compliance with the 
procedure set torth in Article 57, with regulations having the force 
of law, standard texts covering matters of mandatory pensions and 
insurance, with the option to make any necessary modifications and 
emendations thereto in coordinating the said regulations. 


The aforesaid modifications and emendations shali be so designed as 
to lead to greater expedition and simplicity in administrative pro- 
cedures, to accelerate the operations of collecting or crediting 
insurance payments, and the maximum speed in providing benefits, 
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as well as bringing order and homogeneity into the various disci- 
plines involved. 


Article 55 
(Establishment of a parliamentary oversight commission) 


Parliamentary control over the activities of the agencies managing 
the several plans for manadatory insurance and social security 
shall be exercised by a parliamentary commission made up of nine 
senators and nine deputies appointed by proportional representation 
ot the several political groups in Parliament. 


It shall be the duty of the commission to maintain vigilance: 
a. over the efficiency of services rendered in relation to the needs 
of their users, over the soundness of the management agencies, and 


over the utilization of available funds; 


b. over the planning of the agencies! activities, and over the re- 
sults of that planning; 


c. over the workability of the legislation in social security mat- 
ters and over the system's consistency with the lines along which 


the national economy is moving, 


in an annual report, the presidents of the agencies referred to in 


the first paragraph shall explain the state of their respective 
agencies, including all information useful for purposes of correlat- 
inc the management activities of the said agencies with the guide- 
lines laid down in legislative action. 


"The commission referred to in the preceding paragraphs shall absorb 
the functions performed hitherto by the parliamentary commission 
appointed under PL 327, 6 June 1973, dealing with oversight of the 
social security institutes." 


rhe commission referred to above shall be constituted within 3 months 
of the date upon which the present Act becomes law. 


Article 56 
(Procedure for implementing delegated powers) 


[The delegated decrees referred to in the present Act, except as may 


be otherwise ordered in individual Articles, shall be issued by the 
Government, with separate measures, if desired, within the timespans 
specifically indicated in each Article, at the instance of the Minis- 
ter for Labor and Social Security, upon hearing the opinion of a 
parliamentary commission made up of nine senators and nine deputies, 


appointed by the presidents of the respective chambers. 
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Article 57 

(Date of effect) 

[he provisions contained in the present Act, save for those dealt 
with otherwise under individual Articles, shall take effect as of 
the tirst day of the third month following the date of its publi- 
cation in the GAZZETTA UFFICIALE of the Italian Republic. 


olds2 
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ECONOMIC SWITZERLAND 


HONEGGER ON BUDGET, ECONOMY, INFLATION RATE 
Zurich DIE WELTWOCHE in German 10 Mar 82 p 17 
{An interview with Fritz Honegger, Swiss President, by Marcel H. Keiser] 


[Text] Federal President Fritz Honegger looks forward calmly to the future. 
The Swiss economic minister does not believe in serious economic setbacks in 
the coming years. 


WELTWOCHE: Speculation on changes in the national government is one of the 
favorite activities in official Bern. Will you yourself retire from the 
federal council at the end of 1982 or the end of 1983? 


Honegger: On the date of my retirement I will first speak with my colleagues 
on the federal council and that at the proper time. 


WELTWOCHE: This answer can, of course, be interpreted with respect to either 
date. Nevertheless it forces one to conclude that you have no thought of 
remaining in the federal council beyond 1983. 


Honegger: I will leave this interpretation to you. 


WELTWOCHE: In addition the answer contains something new, that is, that you 
are planning to discuss your retirement with your colleagues in the federal 
council, presumably in the coming fall, and then, to be sure, in the context 
of a number of other resignations, whereas up to now such discussions were 
evidently felt to be embarrassing and therefore to be avoided as far as 
possible. 


Honegger: What I mean is that the national government should discuss whether, 
for example, it would be opportune for various of its members to resign at 
the same time. 


WELTWOCHE: One wa: or the other the head of the Department of Public Economy 
will for some time to come have to be giving thought to the economic well- 
being of Switzerland. If he looks at the international scene does he fear 


that our country could be sucked into the whirlpool of unemployment and 
recession? 
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lionegger: This danger dces not exist at the moment. What worries me is the 
continuing decline of the secondary sector. The erosion began in French 
switzerland and seems to be spreading its grip more and more over German 
Switzerland. It is extraordinarily difficult to say whether this is only 
hecause of the shifting from the secondary to the tertiary sector which is 
observable in the industrial countries or whether this development exceeds 
‘normal standards" in our case. Measures for the promotion of technological 
development and training seem to me to be one of the few remedies by which 
we can counteract this process of disintegration. 


WELTWOCHE: Are there any plans stored away in the drawers of the Department 
of Public Economy (EVW) for a program to create jobs which can be pulled out 
.n case of need? 


Honegger: Such plans have been prepared. That applies rather to the 
Department of Military (EMD) which certainly has had a backlog to take care 
of for years; plans are ready there which could be carried out if 
recessionary outbreaks were to make a supplementary jobs program necessary. 
hut even my own department has taken precautionary measures for the release 
of supplementary construction projects, which are stili in a state of 
suspension, partly for financial reasons, partly because of business 
conditions. Generally speaking we are striving to spread out the existing 
volume of construction more or less uniformly--but if inroads are made on 
employment then we must activate the current government procedure for 
submitting tenders and carry out the prepared programs more rapidly. 


WELTWOCHE: Compared to other countries the Confederation certainly can not 
complain about the state of its economy. At the moment we have some 12,000 
unemployed or about 0.4 percent of the workforce. Will we be able to 

naintain this comfortable state of affairs despite the voices of gloom which 
are prophesying that the number of unemployed will reach between 30,000 and 
00,000 before the end of this century? 


lonegger: That is inconceivable to me--because if these prophecies were 
based on reality then numerous firms must already now have a lot of blank 
pages in their order books. The figures for orders in the fourth quarter of 
981 do not, however, show an unfavorable picture. According to our current 
evaluation of the situation the volume of orders will probably decline 
somewhat--especially in the machine industry and certainly to some extent in 
he watch industry as well--but never to such an extent that the number of 
unemployed to be reckoned with would be 50,000 much less 100,000. 


WELTWOCHE: A propos unemployment, in a letter to national councillor Richard 
‘Mueller, the president of the Swiss Trade Union (SGB), the secretary general 
of the European Trade Union recently claimed that Switzerland was torpedoing 
efforts for a conference on unemployment at the ministerial level of the 
Council of Europe. You are supposed to be the villain, the Helvetian 
minister of economics. 


ilonegger: I have never given instructions to anyone including Ambassador 
Alfred Wacker, our permanent representative in Strasbourg. I can thus find 
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no explanation for the reproaches of the secretary general of the European 
Trade Union Federation (CES). I told National Councillor Mueller that it 
was probably a question of a deliberate falsification. 


WELTWOCHE: The SGB board recently made knownits view that increased support 
measures were necessary in favor of economically weak regions with economic 
structures based on single industries. Is this proposal completely wide of 
the mark? 


Honegger: It is not altogether realistic. If it were correct the federal 
government would now have to furnish money for massive structural assistance. 
I am therefore decidedly of the opirion that it would be wrong to use money 
in this way. On the other hand if it is a matter of carrying out appropriate 
new projects together with the cantons, the banks and industry itself, then 
the federal government should help. 


But for that we already possess an effective instrument, namely, the federal 
government resolution on financial assistance for threatened regions. Just 
in the last few months we have participated in the financing of a number of 
projects. Since 1 March 1979 the federal government has guaranteed security 
and interest payments totaling 64 million francs thereby releasing a total 
of 248 million francs' worth of investment and creating about 1500 new jobs. 
The great advantage of such financing by the federal government, cantons and 
banks lies in the fact that the entrepreneur himself must undertake the 
initiative by presenting a project which he believes will create new jobs 

or maintain existing jobs but to carry out which he lacks the means such as 
for the purchase of new machinery or for new factory buildings. 


WELTWOCHE: In a similar vein the SGB board called for an effective expansion 
of preventive measures in connection with the revision of unemployment 
insurance. Is it poking around in the clouds beyond good and evil? 


Honegger: Unfortunately it would perhaps be too late for new changes in 
unemployment insurance as far as the area of preventive measures is concerned. 
The national council has approved the bill and the council of cantons will 
take it up during the current session. No doubt it will be necessary to 

iron out any diSferences so that, as I see tt, the parliamentary debate can 
only be finally completed at the fall 1982 session of the federal councils. 


[ should also mention that after that it will be necessary to work out a 
decree which must also be included in the promulgation. In accordance with 
my plans the new regulations are to enter into force on 1 January 1984. 
Unfortunately--and I expressly emphasize the word unfortunately--it will not 
be possible to make the revision effective on 1 January of the coming year. 

Chi w law contains features which could take effect in the event that 

une nt were to increase considerably. I am thinking especially of the 
prev: ' measures, the provisions for retraining and insolvency compensation 
for workers who no longer receive their wages on account of the bankruptcy 

of the enterprises employing them. Although a little more patience is called 
for we will take pains to bring the new law into force as rapidly as possible. 
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WELTWOCHE: You mentioned seven percent inflation as the “sound barrier" 
for the reintroduction of the price controller. When is "Monsieur Prix" 


coming: 


Honegger: Since the inflation rate has declined in recent months, it is 
really not necessar’ today to install a price controller anew. The wave of 
inflation was to a large extent caused by the rate of exchange; correction 
must also begin there, at the main source of inflation. As a result of the 
coinciding of the Swiss measures with the reduction in the U.S. interest 

rate it began to take effect surprisingly quickly. From a high of 7.5 percent 
in September 1981 the annual rate of inflation nevertheless went back to 

>.3 percent by February 1982. As far as can be seen this movement will 
continue. The introduction of a price controller would more likely retard 
the process. With declining inflation maximum prices fixed by the government 
~-like cartel prices--hesitate to decline; market prices certainly react 

more quickly in both directions--even with price reductions. 


WELTWOCHE: Until the end of 1982 the Zurich liberal, Fritz Hionegger, will 
continue to stand at the head of the federal executive branch. But who 
really has the power in this country? Perhaps the federal council indicated 
an unequivocal claim to leadership with its interim report on the legislative 
program. 


Honegger: The drafting of legislative goals goes back to a parliamentary 
mandate. Its purpose consists in creating an cversight responsibility in 
the parliament and federal council over that which is in preparation or 
undergoing parliamentary procedures. Of course, this oversight has never 
vet caused any group to withdraw its demands or renounce its initiatives. 
The self discipline of parliamentary or extra-parliamentary groups could not, 
unfortunately, be strengthened to any great extent as a result of this 
sreater transparency. Since Switzerland has never known a coalition system 
of its own, one can also expect government guidelines to take over the 
function of a coalition agreement between government parties. And political 
weight is not at all shifted by them. 
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LCONOMIC TURKEY 


OZAL, OTHERS TRADE VIEWS ON STABILIZATION TRACK RECORD 
Istanbul TERCUMAN in Turkish 9, 10 Jan 82 


[Pane! discussion between Deputy Prime Minister for Economic Affairs Turgut 
Ozal, Bogazici University professor Dr Emre Gonensay and employers’ union 
leader and businessman Halit Narin, moderated by TERCUMAN's Taylan Sorgun ] 


[9 Jan 82 p 17] 
[Text] Panelists 


Turgut Ozal: Turgut Ozal, born in Malatya in 1927, was a 
1950 graduate of Istanbul Technical University as a master 
electrical engineer. Following graduation, he joined the 
Electric Affairs Study Administration where he served in 
various positions, including director general. He later 
became State Planning Organization undersecretary. 


Ozal later served in various heavy industry establishments, 
then was appointed undersecretary of the Prime Ministry and 
deputy undersecretary of the State Planning Organization in 
1979. Ozal conducted Turkey's contacts with international 
economic organizations in 1980. He was made minister of 
state and deputy prime minister in the Ulusu cabinet after 
12 September and still serves in these positions. 


Professor Dr Emre Gonensay: Born in Istanbul in 1937. He 
completed Columbia University in 1958, obtaining a doctor- 
ate at London University in 1965. He served as a teaching 
member at London University between 1965-1968. Since 1968, 
he has been teaching at Bogazici University. 


Halit Narin: Born in Istanbul in 1973. Following comple- 
tion of the Istanbul Men's Lycee, he went to Britain for 
further training in textiles engineering. Returning home 
after completing his education, he took his first job at 
Narin Textile Factories, his father's business. He is now 
managing director of Narin Textile Factories, Inc. and 
president of the Turkish Confederation of Textile Industry 
Employers’ Unions. 
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re scale of value of the Turkish lira [1% by years locked like this: 
47 -- $1.00: 1.30 TL 
958 -- $1.00: 2.80 TL 


Q7(1) —_ >I. YO: 9. O00 TL 


177 -- $1.00: 19.44 TL 

$1.00: 35.35 TL 
.00: 47.00 TL 
980 -- $1.00: 70.00 TL 
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And at the end of January, the value of 1,000 TL of 1946 was 16 IL as compared 


7 January, the political administration announcec: “We will allow tl 
' . ’ - . ' A ’ °* 3, tien - 
w-income groups to catch up with inflation.” And it was said: These 
; ' , . 1 
isions are not easy, Dut we have no alternative.’ 


reign Press: France: "The devaluation is courageous and realistic. 


‘ormanv: "The Turkish government has taken the first step. 


What immediately followed was controversy over a Turkish model. This report 
’ ° ‘ ee + - = anes * . the. nn nt<ea nos as eae en 
‘ppeared in the newspapers on 7 February 1980: Ozal received approval tot 








On 13 February 1980, the newspapers reported that an advance of $300 million 
had been obtained. 


Following implementation of the measures, there was neither strong social 
resistance nor any other negative reaction except from a few extremes, because 
society needed the new measures and, as a consequence of the known ills, 
Turkish society was willing to try new methods. 


Now, Mr Ozal, what were the start°ng points of the measures, what lines of 
development have they shown and where do they stand? Some sectors have 
started complaining about the measures today. And though the complaints are 
still being soft pedaled, they are expected to grow steadily harsher. On what 
levels will money-credit-interest policies proceed? What developments wili be 
seen in investment policy? How will the employment problems and the state 
economic enterprises problems be sclved? How far will recent let-up on taxes 
yo and what new messages will you have for wage earners? 


Turgut Ozal: These are extremely complex questions. I will try to summarize 
them insofar as possible. Late 1979-early 1980 was a period in which Turkey 
was in real economic distress, or more precisely, had reached the saturation 
point. The 1974 oil crisis played a large role leading up to it. The lack of 
coordination in the measures taken to combat this oil crisis had only made the 
situation progressiveiy worse until we arrived at the predicament of 1979. I 
may say, of course, that the erroneous economic policies being practiced also 
had an important role in this. I cannot help but explain the scene we saw at 
the end of 1979 and the scene that will give us a sort of peek into the future 
because that scene is the reason our people have not reacted excessively to 
the present measures, bringing us to the point where we are today. That scene 
was tnis: A climate which could have turned into famine because of the psy- 
chology induced by a collapsing economy and a system of producer-to-consumer 
transfer all but at a standstill. Liquid fuel prices had risen higher on the 
black market than the level to which we later riased normal prices. This 
psychology of privation, the housewife's inability to find margarine, the 

lack of a lot of other necessities and the fact that the situation had become 
hopeless made it possible for us to put the program into effect. 


light Money Policy -- A Gamble of Sorts 


rie most important thing we saw at the beginning was to take measures to get 
the intlation rate down Pause Getting started on this called for raising 
i, predic ing i abnormally ahead of production and improving 
the value ot money. ketual ‘ly, I would describe this, from the standpoint of 
the economy's needs and the intended goals, not as a "tight money policy," 
but an "adequate money policy." This comes down to a policy aimed at pre- 
venting excessive demand. The most important measure for Turkey in restoring 
commodities to the market was resolution of the oil problem. Turkey was in 
a serious oil binc. As 1 recall, we wene abroad ‘n February of 1980, as you 
cutioned, Mr Sorgun, in search of money to support this program. According 
to our estimates, we needed as much as $1 billion at that time, but, unfor- 
tun. ‘ely, we were able to get no more than $600 million despite all we could 
do because ot Turkey's earlier status and performance in economic management, 
the status of its creditors and other problems. Our situation was critical, 
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it yuld even be said that it was a gamble 0! 
take. At the first stage, a lot of oi 
truck drivers and everybody else started filling their tanks in February and 
arch owing to the psvchuiogy of privation of past years, and this was putting 
is back into the same old situation by the ead of March because of the pos- 
ibility that there would be no more. We did not want to impose rationing. 
ationing was contrary to our policy and, ii we had imposed rationing, the 
outcome may have been even worse. We had to go on under these difficult cir- 
cumstances -- with the help of God at this point, I would say. Oil demand 


sorts, but it was a gamble we 


1 had started coming. Farmers, 


suddenly dropped at the end of March. We realized everyone had got their 

storage tanks filled. Turkey has had no oil shortage since. The interesting 
thing about this is that oil prices were $1/ a barrei at the time al] 
measures were taken. We were not expecting a big increase in oil prices in 

1980. The abnormal thing here is that oil prices doubled again in 1980. One 
need look no further than this point to judge the success Turkey had achieved, 
because the price hike in 1974 was only $11 or $12. In 1980, it was more than 


As I see it, the most important aspect of 1980 was overcoming this psychology 
orivation and, after 12 September in particuiazr, the restoration of inter- 
nal security, resolution of the anarchy problem and, immediately afterwards, 
passaze of the tax laws in that the second great piilar of this program is 
these tax laws. These were measures which had to be taken by parliament. 


A Negligible Point 


198! budget thus looks as though it will have a very small deficit or none 
at all. The difference between the budget we started out with and the one we 
‘nded up with will be less than 5 percent. But at one time this difference 
showed discrepancies up to 70 percent or 100 percent. I think the tax taws 
ind the state's acquisition of more serious revenues played a tremendous role. 
‘hese are post-12 September developments. Thus the feeling of public security 
las a tremendous role in the application of the programs. I may cite as a 
typical example the cutting of the pipeline in the Iraq-Iran war which started 
ht after 12 September. Our two major sources of oil are Iraq and Iran. 

Not only were we in a hopeless situation, but the whole world had reached a 
ritical point as to oil. Asa result, we reached the point of being unable 
to. find oil. If a climate of security had not been created, everyone may well 
hive stormed the gas stations and it would have been impossible for us to meet 

demand because stocks had gone down. We corrected the situation 2 months 
loter, but those 2 months were a time of extraordinary danger. Indeed, this 


situation shows that the people felt secure and this is an extremely importan 


J 
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nt lation had turned downward by April 1980. The height of inflation in 1980, 
y my opinion, reflects the actual recording of the high inflation that was 
not reeorded in 1979. As you will remember, black market values were not 
‘neluded in our indexes. Black market values had become registerable when 
srices were decontrolled, which means that an important part of these figures 
ictually belonged farther back but showed up in February 1980. The 1980 fig- 
ure, therefore, appeared high. Actually, I! think the high figure should be 
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1979, but unfortunately our indexes pin it on 1980. I would estimate the 1980 
intlation rate lower, therefore. 


1981. Situation 


Our situation in 1981 was this: The first important point was that inflation 
was below the estimates, around 30 percent. I am talking about the first of 
the year as compared to the end of the year. The average of course was 
hivher, around 35 percent. But I think the first of the year-end of the year 
comparison is important. According to this, inflation may be around 30 per- 
cent or less. The second important point is that Turkey's national income 
growth rose to as serious a level as 4.4, the noteworthy aspect of this being 
that the growth came from industry. And the third important point is that 
Turkey made a tremendous leap in exports for the first time. Looking at the 
past 20-30 years, our exports showed a spurt after the 1970 devaluation, a 
semi-spurt which showed after 1973. They were fluctuating around $2 billion 
all through 1977-1978-1979. We have the results for the past 11 months. The 


Nove aber 1981 figure -- let me say here for the first time -- is $552 million. 
Tne $550 million mark was passed for the first time in exports, a record. I 
would guess that the results for December will be higher. In excess of $600 


million. That is an increase of $4.48 billion and 65 percent over the pre- 
vious 11 months, and when you look at world conditions, in that trade is going 
hard for everyone, Turkey's achieving this high an increase in the face of 
extraordinary shrinkage in world trade is, in fact, a happy circumstance. 
Industrial products count for a large part of this, coming to around 48 per- 
cent and surpassing agricultural products for the first time. This will be 
seen clearer at the end of the year. The $4.5 billion estimate we made ear- 
lier will be surpassed. The estimate started at the first of the year at 
$3.5 billion, later rose to $4 billion, still later to $4.2 billion-$4.3 bil- 
lion, and the final estimate was $4.5 billion. This rise is an important 
factor. 


What Will Happen in 1982 


What is in store for 1982? As I always say, inflation is the key. Bringing 
inflation down benefits everybody. If we sometimes speak harshly about this, 
the reason is simply to allow no concession. If Turkey can bring inflation 
down to below 25 percent in 1982, it will benefit everyone, even though our 
indexes are not overly reliable. That is, we are wondering whether our 
indexes show inflation accurately or not. In my opinion, they show inflation 
little high. <A new index will be put in use around the middle of the year. 
Uutside experts came in for this. I hope it will give us better results. 
But the indexes we now use from the Ministry of Commerce, the Istanbul Chamber 
Commerce and the [State] Statistical Institute, whatever their form, point 
in more or less the same direction and, although there are sometimes monthly 
discrepancies, give reasonably similar results in a given period. 


rhe second important point is to allow our success in exports to continue, to 
consolidate it and show that it was not just a flash in the pan. 








[ think we can succeed at this if Turkey can now get over the old concept of 
"our exchange rate is our honor" and conduct its exchange rate policy properly 
according to the economic rules. 

fhere is no reason why Turkey should not increase its exports another 30 per- 
cent to 40 percent in the period ahead. Time will tell whether they can grow 
further, but it will be impossible for us to get as high an increase as 

5 percent again. Even if it is lower, it is necessary that we show an 
increase above the world average and consolidate it. I want to clarify one 
point in connection with this immediately. As I see it, this is what is being 


said: "The Arab countries are raising Turkev's exports. And the reason for 
this is the [Iranian war."" This is not the case. According to results for the 
past 10 months, the increase in exports to OECD countries is 42.5 percent. 

: 


his is an important point also as it is a group with a high base. Increases 
for the other do»Sled and tripled because the base was very low. Sut this is 
a high base because 58 percent of Turkey's exports have gone to this group in 
the past. I would like to point out, therefore, that exports to the OECD 
nations have increased in a very serious way. 


Answers to Complaints 


Finally, I will get to the complaints coming from various circles. First |] 
will express my views on the complaints about wages. The principal measure 
to bring relief to the low income groups is to reduce inflation as much as 
possible. And I think when compared with in: lation, it will be seen that a 
positive contribution was made with the supplements first given to the low 
income groups in 1981. But let me say this immediately: This does not make 
up ior the disparities of former years, it is impossible tor us to cover 
these disparities ail at once. A very meticulous eftort will! be made to 
close this gap in 1982 within the framework of a program. Perhaps it wili not 
be completely closed in 1982 and will go on into 1983, because a sudden 
closing of the gap would probably put us back in an inflaticnaryv spiral. Now 
these complaints are being made, saying: "The last oil price hikes will wipe 
out anything you have given." This is not true. Inflation has not stopped in 
Turkey, it has been reduced and is around 30 percent. Next year it may be 
2> percent, or even less if possible. In that case, we cannot carry this 
without running the risk of falling back into a number of problems such as the 
former situation or two-tiered prices. But the important point is this: When 
yok at the price hikes and adjustment levels in consumer goods in 1980, 
in 1981 and early in 1982, it will be seen that they have been steadily going 
down, Oil price hikes are an example. They were around 40 percent, including 
the latest hike, from the first of the year to the end of this [as published] 
year. Barring any abnormal situation, any abnormal development in oil prices, 
this figure will stay around 20 percent next year. In fact, the hike in elec- 
tricity inclusive of the whole year was around 20 percent. Adjustments on 
many other items were parallel to inflation or below inflation. But there may 
be certain exceptions. 


vou Li 


[The second group of complaints comes from business circles. Of course, they 


1 


are hurting badly, but everyone is hurting. One complaint is that interest is 
too high. I have said many times that I do not consider business circles 
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stitied. This is something which has a little to do also with the "break- 
lown of the Turkish structure." The important thing here is that the tax on 
both deposit interest and credit interest is high. Indeed, this was our con- 
tention which we have tried many times to explain and I think we have suc- 


ceeded in this. Results come step by step in certain matters: a 25 percent 
tax on deposit interest actually means the taxation of deposits, or savings, 


siviigs are being taxed. It is necessary that the part above inflation be 
taxel. With this adjustment, the figure may be considered between 10 percent- 
15 percent, depending on the inflation rate, not 25 percent. The reason for 
our inability to do this at once is the state's revenue problems. Our 
thinking is this: The laws forwarded to the National Security Council con- 
tain certain authorities which it is requested be given to the Council of Min- 
isters according to the economic situation. One of them is the power to 
reduce, under specific conditions, the interest on deposit taxes [as pub- 
‘ished}. It has similar authority in expenditure taxes, in fact has exercised 
it widely, and these powers will continue to be exercised according to devel- 
pment of the economy. From this standpoint, I do not consider that complaint 
unjustitied. However, I cannot help but say this: The interest problem is 
ilso something of a supply and demand problem. If we make reductions in 
‘redit matters in Turkey without having deposits at a specific level, these 
irsins will shitt to the banks. That is, it is necessary to be very careful 
ind make this reduction by degrees. The more deposits grow, the more this 
situation will gradually balance supply and demand in the economy. 


\ tinal point is that 1982 is in great flux and the situation will move 

owards improvement in principle. Further development is estimated in for- 

| contracting. Contracts for contracting services at the moment exceed 
ao 


billion. This, of course, also opens up the power of workers abroad. The 
levelopment of exports brings many fringe benefits and factors. Actually, the 


_ 


work done by the Turkish entrepreneur in the past 1-1.5 years is in fact above 
the level of other countries. The nation, actually, has a large role in all 
successes. We said, "If we stick with this, Turkey will balance its 
its by 1985," but it was not believed at the time. Now I am saving that 


inkey will be able to balance its current account by the end of 1983. But 
is depends on one condition, balanced conduct of the same program. 


Y . ’ | ~ it ve . 
ment and the SEE’s 


tion] Mr Ozal, you gave an overview, but I am going to ask that you go 
irther into certain topics and answer the ones omitted. For exam- 
what level will investment programs develop and also there are two 
which are pretty important for Turkey. Employment and the SEE 
te Economic Enterprises]. What are your views on this? 
io: Let me sav this: 1980 was the year in which the fire was extinguished. 
t the fire in the first year. If 1981 may be described as the period 
in which the Turkish economy was placed on track, then 1982 and 1983 will be, 
cular, the beginning of development. Of course, this development will 
mentum in 1983 and even more in 1984. If you start a big development 


I 
he economy in order, evervthing may go down the drain 
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ind vou will be back where you started. Our foreign and domestic reserves 
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ne, actually, are not sufficient for this. If we have a good production 

ir exceeding the final 4.5 percent-5 percent at the present tempo, I think 
Piel i t i deve] ment rate as high as 0 percent. But th inemp | len? 
probl. in be resolved ly with a higher development rate -- 7 percent and 
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proumstances. Turkey must pull itself up by its own bootstraps insotar as 
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i wivs in our efforts to correct this. [. beiieve that TurKey ' il] erin to 
establish contact with the foreign money market a f 1982. t , it will 
move towards a sort of intermediate-term credit. Thus a higher development 
iv be attained if we use this prudently. ain t against foreign bor in 
and im not afraid of it, but the important thing I: ible to use it 
prudently. Lf we want to solve unemployment, it is necessary that we raise 
furkev's rate of development by adding these foreign resources to our own é 
imum reserve possibilities, encouraging foreign capital and, as an impor: : 
tant adjunct, undertaking some borrowing in the way ! agescribed. This 
ppear more towards the end of 1982 and during 1953. As tue world situation 
improves in 1983, Turkey's development rate may rise t ward 6 percent or 
vercent (barring any unforeseen misfortune). Others may think differently, 


irtually preventing unemployment. If we try to get ahead of ourselves, we 
will be back where we started. this Nas a ypropram, a4 propxyresslon. It is 
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what we have tried to do about the SEE's: The OLE s also sShouid operate 


rocordine to the rules of the market economy. This is already in hand 6: 
executive order, as you may know. Of course, this is hard to get usea to, 
because here is what we have done in past years: Prices of SEE products have 
inistries or the government, with the deficit being covered 
‘ither by the Finance Ministry or the Central Bank. And if you asked what the 
SEE manager did, the answer was "Nothin " Actually, this is a very easy kind 
‘} management. Excellent management is necessary at the Sif os, and thorough 
cnowledge of financial record-keeping as we!1. Education in this is now in 
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isics of this matter involve dividing the SEE's into groups and con- 
ing them into state corporations attached to the State Economic Enter- 
‘+s and ensuring that these state corporations are open to the public 


‘in a specific time and under specific policies. We are saying "Go public" 


neral, without respect to persons. But the state will still have its 
Of course, how far can it be realized? I do not think this can be 
suddenly. If you were to try to sell any one of the State Economic 


Hnterprises today, you would be unable to find a buyer. Therefore, this is a 
ruestion of degrees. It may take perhaps 10 years, perhaps 15 years. Actu- 


ly, these enterprises must belong to the nation as well as the state govern- 


insofar as possible. And I think this is a way to make these enterprises 


[Question] Mr Ozal, I would like to ask a question here. You just said that 


‘ign capital will be encouraged. I wonder what new ways are under consid- 


1 to encourage foreign capital in addition to the ones now existing? 


There is nothing new beyond incentives offered to Turkish entrepreneurs. 
of the executive orders concerning oil into the form of law is 
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ler consideration. There is nothing else. I think practicality is more 
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an decisions and laws as regards foreign capital anyway. If the 
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ticality, understanding and confidence are there, foreign capital will 


‘therwise nothing written in the law makes any difference. The impor- 
thing tor foreign capital is practicality, understanding and security. 
re the climate of security grows in Turkey and the more conditions 
. the more foreign capital will come. This is seen as an intermediate- 
noroblem. I do not think we can get any tremendous results in the short 


n} Mr Narin, you have been listening to Mr Ozal. Mr Ozal summed up, 
irticular, the conditions leading up to the January 1980 measures, 


‘ing out where Turkey went next and what direction the measures took and 
hasizing particular points. Now I would like to get your views vis-a-vis 


+ 


s views and ask, if you disagree, where those disagreements are. 


Narint We always listen carefully to what Mr Ozal has tc say. And are 
day. Before going into the subject point by point here, I think 
‘tter to start out by saying one thing by way of explanation. At our 
conference on 2 December 1981, we voiced the real problems and concerns 
industry which, as regards number of employees, production volume and 
bution to the economy, is a leading sector. It is impossible to con- 
in economy in this day and age without any problems. With this in 
ve consider it a duty as president of the confederation to express our 
regards government policies, which we respect, in the economic and 
1} area. As employers, it is unthinkable for us to defend inflation. 
tor most damaged by inflation, whose capital it melts away, increasing 
| tor net assets, is the industrial sector. To suggest, with tnis in 
t measures to relieve the serious problems which the induscrial 
‘nds itself confronting today is in no way to express a desire for 
ition. Joubtless, the struggle against inflation must continue. How- 
the ,trugele against inflation today cannot be content with reducing 


ind alone, but must also move towards increasing production. At 











the same time, it 1s not a struggle against inliated demand al e, Dut aiSo 
’ tna a - “me . T oO nc } roh + : 54 )\4 +a . 
avainst inflated costs. Development through industriaiization 1S our yun 


try's fundamental and unchanging choice. Our industry, formed through 20 
vears of hard work and sacrifice, has very important problems today. Our 
industry today is unab!te to produce at the hoped for level becaus f inflated 
costs and high financing burdens. We do not think that the industriai sector, 
ious problems should ever be neg- 


the Life blood of our econony, and its 


se 
lected or relegated to the background. The adjunct measures which it 1s pos- 
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this will hurt. On the other hand, if the adjunct measures we proposea at our 
press conference are taken, it can be ensured that our economy will embark on 
1 period of healthy development without causing inflation. [If this purpose 
were undertaken, it could also offer a remedy for unemployment, whi h has 
become the greatest social tragedy ot our day, growing at a steady rate in 
recent years to 3 million. As industrialists, we have to put the workers we 
»loy, and will employ, in the forefront of our thinking 
bles of our own sector and the economy in general. Of course, this 1s our 
basic philosophy. This basic philosophy of ours 1s 


i 
that of the government conducting the economic program which Mr Ozal heads. 
It would be wrong to presume otherwise. 
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Mr Ozal explained very clearly that the deci 
tragedy in getting Turkey quickly out of a very bad situation, or in his 
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Conditions of Liberal Economy 

What should our priority rights as industrialists be in this turn-around? 

Will it require that we stay within the same systems on the assumotion that 

rhe positive results we achieved in 1921 [as published; 1931) wl: ‘ontinue in 
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19232? Lf this is to be the case, we have certain objections to this. Hr Ozal 


ill probably have something to say about this here. 
By way of explaining our thoughts, I would like to give an example of the bad 
spects that frighten us. Let me take a completely different tack. This 
ould be the institution of "brokerage." Brokerage has taken an extremely 
wrong course that Turkey does not need. At first there was no one to refute 
this institution which, with the interest it paid on people's savings, served 
the "consumer reduction" philosophy because it "reduced consumption” and "pre- 
vented shopping tomorrow." But it got to the point where brokerage was des- 
troying itself within the "system" and went astray. The government's atten- 


tion to the problem and desire for a serious solution we 2 welcomed. But it 
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is necessary to stress here that the time was grow!ng late in this matter. 


ft is true that industry makes use of the savings accumulated in the 
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The industrialist s own resources and financing power are limi ted. [t 1s 
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clear also from Mr Ozal's statement that our chances of investment are nli 











ess we supplement foreign resources with our own. This is true for many 
untries throughout the world, not just Turkey. In the past, people's 
vines were used, by decision of our governments and through controlled 
interest rates, as a resource for industry and many areas. It may be that 
resources were not sufficiently appreciated soon enough. The errors 


be seen as a mistake on the part of both past governments and those who 
the resources. But this is no mistake: the system is completely turned 
round toda\ Industrial establishments which have to use money obtained at 
nieh interest in order to keep their businesses afloat have entered a climate 
in which they are devouring themselves in order to pay for this high cost of 


The force which once drew energy from the monetary resources and 
"brought the Turkish economy into being" has arrived at a climate of consuming 
itself along with those resources because of the high interes! policy. That 
is bound to be hardships in the transition to the rules of a liberal 


LTielr¢ 
is something Mr O0zal has said many times, and we too have supported 
‘im. It is impossible to put an economy back on the rails without hardship. 


A vreat system change is in progress. The object is for Turkey to become a 
oree to save itself and recreate its economy itself. And the biggest share 


sositive climate emerging in this today belongs to the 45 million citi- 


‘hat is, 45 million citizens have embraced the decisions adopted in 
3) and have joined hands around the idea of conquering inflation and 
restoring the economy. And because of this, Turkey has been able to achieve 
) reat and unique in the world. But in doing so, it stands today, 
+ this point where it has come to the cost of saving itself and its economy, 
ntronted by a high interest policy that will devour it. 


the economy is liberalizing, then we should be asking ourselves one ques- 
tion: Are we, | wonder, taking advantage of the resources the liberal econ- 
is to offer us? Everybody is of one mind as to paying interest to the 
nolder in Turkey, but it is necessary to discuss also whether interest 
a is being paid on savings elsewhere in the world. None of the world 
trom which the liberal economy derives, none of the OECD nations 
| -h we count ourselves nor any of the Western nations have had inter- 
‘st rates like these, neither has the producer-industrialist ever been left 
1 financing burden this heavy, forced to forego availing himself of 


resources. 
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ition, the ..°s remain in our structure as a years-long problem and 


here have been continuous efforts for a long time thinking some wav 
und to set them on balance, it is agreed that this is difficult. 
ions adopted whereby the SEE's will set their own prices and admin- 
ir own budgets presage improvement. The price of goods which the 
roduce are higher than free market prices in the liberal economy. 
trialists and tradesmen buy SEE products and raw materials, make them up 
he tinished preduct and the goods they produce from raw materials 
igh prices cannot compete on their own terms in world markets. 
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; re is a series of problems, and these problems will not go awav 
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| luestion] Mr Narin, now I would like to ask you tills: how do you 
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eneral. This being the case, industry is paying for a labor torce 1t cannot 
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N ist believe that industry's resolving its problems in 1982 will depend 
. makiag money, not on business arnin 1 profit, but in its ability ti 
ritive. And at minimum from the monetary standpoint, it must be 
‘ed to use a credit system to enable it to find the new resources needed. 
Sround 135 billion TL was owed to our exporters for $3.5 billion in exports 


rom the Central Bank during 1981. Despite the good news that our exports 
would exceed $4.5 billion, the money paid against that went as high as LOO 
llion TL at one point, but around 70 billion-80 billion TL remained. We 
thin ir exports will again increase in 1982 to $6.5 billion. {ft is sal 
that projected Central Bank resources will be 2¢ 
nly limited access to these resources in 1982. This would have required 

the creation of a resource of at least 400 billion TL. 
ports are being pushed on the one hand to create employment and produc— 


ind to ompete with the West even with interest rates, as Nhign aS <¢</ per 
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trces Must Be Granted 


11 said that our contractor colleagues have contracts abroad worth 10 
1, that they are creating jobs there and will bring some of that money 
)f course, these are all successes, but the total that our contracting 
vues will bring home from 10 billion liras [as published] in contracts 
‘ar is around $300 million-$500 million. We believe the profits earned 
the contracts are fulfilled will come to Turkey as foreign exchange. 
is a resource inconceivable for Turkey in the past. Certain rights 
{ to them should also be granted to industrialists in 1982. Industrial 
sricultural products have an export potential exceeding $4.5 billion 
vear. And one of our fondest desires is that the industrialist would 
increased freedom of action. The exporter and the industrialist should 
le to hold a foreign exchange reserve -- albeit a very small percentage 
xports -- in the Central Bank, their barks or abroad and be able to 
when desired for certain quick transactions that could keep them in 
Certain factories ought to be able to cover vital materials needed 
vments which have to be made abroad. A foreign exchange position to 
this, then, must be considered. Inasmuch as the decision adopted ear- 
) connection with the $40,000 export set-off bears no caveat "Exempt 
otection of Turkish Currency Law and foreign exchange regulations,’ 
itht has been given to date to its use, because use by serious indus- 
ists was considered objectionable. Therefore, this problem must be 


in this respect. We also like to think as regards opening something 
"emergency requirement" article in exports, could the exporter be 
‘lexibility, alongside being able to exceed certain limits in par- 
ith exportation that he considers vital, to be able by means of a very 
‘rmality at present unregulated to skirt the customs walls and make 
; also? Machinery costing billions of liras sometimes sits idle for 


1 small part. 


thine we are talking about is employment-oriented. The biggest feature 
lity to produce without 
» production, there is no profitability 
; to keep the business in operation. One must not look at this pro- 
lity in the sense everyone understands it as being all that great. 
:Lbeit small, is a must for the existence of these «establishments. 
siclusion I would draw from the opinion Mr Ozal ex>ressed on price 
that industrialists will be faced with compulsory hikes tied to 
each vear, like the fuel price hike this year, for instance. This, 
means an impact in like manner on industrial inputs. If we cannot 
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Yyment orientation, of course, is the inabi 


employment and if there is n 


; down in industry and if we cannot create competitive conditions, 
well about what we can do. 


ttter besides this is that inflation may have dropped to around 
‘+. but meanwhile we are obligated to speak of the food and rent 
t iv's society. Wages set by the Supreme Arbitration Council may 
| today, but the point being discussed is only a little to 
the decision. That is, somewhere a little above and a litt] 
‘ailable inflation figures. There are no decisions at the 
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Brokers 


| would like to touch on the institution of brokerage. I think in the brok- 
erage problem there were certain mistakes, the brokers acted like banks, they 
took in money like banks and, because they did not have certain costs that 
legally bear on the banks in doing so, they used their advantageous situation 
to compete with the banks and began to hurt the banks. And in order to be 
competitive despite their disadvantage, the banks started adding this to their 
own costs. That is, they both raised interest rates to an abnormal level and 
were unable to embark on a downturn because of a set of dynamic distortions 
and aberrations which failed to show the market's real needs. I see a danger 
point here in 1982: brokers, banks and developments that could lead to a 
liquidity squeeze. The brokers have acted in such a way that they have fallen 
into the habit of paying their obligations out of incoming fresh funds, not 
out of growth on their investments. This is a classic thing, known for cen- 
turies, and it is extremely dangerous. And the more it grows, the more dan- 
gerous it becomes. It has caused certain of the imbalances on the interest 
market to date. Measures should be introduced here. Bearing in mind the 
possible status of the banks in 1982 and owing to the shocks and vulnerabil- 
ities that may occur in the banking system, consideration ought to be given to 
a system similar to the "life boat" system practiced in some countries. In 
the event of liquidity crises, thought must absolutely be given to some system 
to save the banks necessary and to allow the gradual absorption within the 
others of the unnecessary ones or those with the wrong investments. There is 
another problem. A distinction must be made between management and the status 
of institutions. The Turkish economy will have some crunches before this is 
all over and some establishments will face the danger of either liquidation 

or bankruptcy. If the administrators or owners of these establishments have 
management weaknesses here, then the management or owner should not be saved 
thinking to save the institution, but it should be possible for the institu- 
ction to change hands. That is, irresponsible, incompetent management should 
not be uniformly rescued in an effort to save the institution. The company 
may change hands, its managers may fail, but the institution is the property 
of the Turkish economy and it is to be supported then, it may be kept alive 
then. Otherwise, the entire system here is in jeopardy. 


Mistakes in Unemployment Figures 


As for the unemployment problem, both Mr Ozal and Mr Narin stressed this 
problem. I believe the unemployment problem in Turkey is exaggerated. A set 
of false conclusions have been reached because our statistics are wrong and 
the method of counting is wrong. I do not want to say unemployment does not 
exist in Turkey. Undoubtedly it does. But the size of it appears wrong and 
has been computed wrong. Every country in the world has a visible and an 
invisible economy. The visible economy is the one which produces taxes. The 
invisible economy is the one which escapes taxation and does not pass into 
the statistics. Now, there are always certain transfers between these two 
economies from the visible to the invisible. There are two important factors 
by which the visible economy encourages the invisible economy in the West, as 
regards unemployment in particular. One is unemployment insurance. A jobless 
. .rker is the West is given more or less 70 percent of his salary and that 
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worker goes once a week to collect this compensation, usually working secretly 
al] week besides. No one does or can control this. Moreover, he does not pay 
taxes out of the secret work. Not doing so is one of the biggest advantages 
of the transfer from the visible economy to the invisible economy. 


There is a great deal of commotion in the West now over how “we are reliving 
the crisis of the 1930's, unemployment is that high." There was no unemp loy- 
ment insurance then. However, there are great incentives for transferring 
people from the visible economy to the invisible economy now in the Western 
economies. 


| think the statistics of Western economies have begun to mislead Western 
economists and politicians. If you were to go there, you would see it quite 
plainly. Let me give an example: A notice posted at a train station in 
Britain says, "Such-and-such line has been cancelled owing to the lack of 
workers," while the headlines in that evening's newspaper read: "Unemp Loy- 
ment in Britain at Record Level." The statistics are being misread. I could 
give many such examples. 


I am coming to Turkey. Turkey has no unemployment insurance. This factor 
does not apply for Turkey. But to avoid taxes, to work secretly and pay no 
taxes, this of course exists in Turkey. When I look at the statistics, they 
say there was a civilian workforce supply of nearly 18 million in 1981. 
Workforce demand, however, is shown at around 15 million. The surplus, that 
is, unemployment, rounds off at 2.5 million. This 2.5 million includes every- 
one, whether they are seeking employment or not. There are 400,000 of this 
figure who are not seeking employment, but they are not assumed to be working 
since they are not looking for a job. The assumption is made that they are 
not looking for a job because they have no hope of finding one. That is, we 
are putting the label "jobless" on approximately 1.5 [as published] million 
people who are not seeking jobs. However, a large portion of them, at least 
half, are working secretly. Also, we have a report saying there are 700,000 
hidden jobless in the agricultural sector in addition to this, but how accu- 
rate this is is questionable. One must not panic over our unemployment fig- 
ures. Undoubtedly there is unemployment in Turkey. As long as the population 
grows at this rate, we will have the problem of finding employment for the new 
workforce. But I do not think there is a situation to prevent our postponing 
this problem a couple more years. Let us not be afraid of the statistics, 
there are many errors in them. 


Brokerage a Sensitive Topic 


[Question] Mr Ozal, Mr Gonensay agrees with you that the January measures 
have gained great success at the macro level and on the growth of national 
income and exports. In discussing the problems, he stressed the problem of 
the dosage of anti-inflationary money policy. He suggested that Turkey has a 
lack of statistical information. I think Mr Narin will have an answer for 

him a little later. Mr Gonensay said in this context that industry is com- 
plaining of tight money and that the private sector has produced no statistics 
to clarify this shortage. He said we have problems in defining money supply 
and he said that a steadily mounting interest policy is being pursued. He 
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pointed out that raising deposit interest also raised the burden on industry 
and touched on the breakdown in the money market in discussing the reasons 
tor it. He pointed out that one must blame the money market, not the admin- 
istration for the irregularities in the money market. He also spoke of how 
brokers had acted as banks which created a series of problems and, though 
measures were taken, they came late. He said that the banking system needed 
to be revised, that in the course of this revision, it was possible that 
banks unable to survive would be absorbed by the banks able to survive and 
that this must be viewed as a natural result. 


He pointed out, moreover, that in efforts to save economic establishments no 
effort should be made to save incompetent managers, but the establishments 
themselves. On unemployment, he expressed the view that there are as many as 
700,000 hidden jobless in the agricultural secter. And suggested that unem- 
ployment is 2.5 million. Now, Mr Ozal, may I ask for your views on this? 


Ozal: I do not want to say too much on the subject of brokerage, which 

Mr Halit Narin first brought up. These are extremely delicate matters and 
too much discussion may do more harm than good. I will make just a point or 
two. The law affecting the capital market was actually passed in July 1981 
along with the measures. The law is to become effective on 1 February 1982. 
In the meantime, degeneration in this market had been observed and, just 2 
months later, the no-lending law was modified to prevent this. The objective 
was to provide a soft landing here. But, unfortunately, our newspapers and 
perhaps certain interests have blown this problem way out of proportion 
lately. This is wrong in fact. Fanning the flames does not solve the prob- 
lem, but, on the contrary, makes it more difficult. Moreover, there is no 
question of anything like the government's being late in taking measures. 

The government took measures, but the "Broker Got Away" articles, which were 
out of our hands, had begun before these incidents occurred. If we value the 
citizens, we must pay them heed. Publications of this kind should be avoided 
insofar as possible. There has always been a usury market in Turkey. Turkey 
is not the only place, it exists in the United States also. There are high- 
interest money lenders and operations both above-board and underground. It is 
also necessary to accept the fact in this problem that if profits are made, it 
involves risks also. The state can act against those who commit crimes in 
this regard, but only so much against cheaters. If the citizen goes to the 
broker, it is impossible for us to say him nay. But what I am trying to say 
is this: It is necessary not to blow this out of proportion. We think the 
problem will resolve itself. 


Now the basic problem boils down to the interest problem. Actually, I did not 
say that industrial credit interest is low today. I even said it is "high." 

| pointed out that the reasons for this have to do with the state's overcol- 
lection of taxes. We reduced the expenditure tax from 25 percent to 15 per- 
cent last year for this reason. I may say that the taxes o.. _2posits are 

high also, because we must look at the money cow2 by in this regard as net. 

[f the amount of interest at hand in the banking system is 37.5 percent and if 
inflation is 30 percent that year, it means a 7.5 percnet overage in the monev 
at hand. Actually, these figures vary from year to year in wany countries. 
For example, U.S. inflation at the moment is around 7 percent-8 percent, but 
interest rates were as high as 17 percent-18 percent at one point. Deposit 
interest is perhaps 12 percent-13 percent at the moment. This situation may 
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go as high as 40 percent of normal inflation. The important thing is not the 
interest on deposits, but how high the tax on deposit interest is. Only the 
situation in Turkey, of course, is rather confused from this standpoint. 
Owing to the great variability in money supply figures today, definitions of 
what is called "Mi" and "M1A" will be completely impossible at times, of 


course, because even l-month deposits are considered "time deposits." For 
example, the present status of Ml and MIA on this basis for the beginning of 
the year is an increase of around 20 percent. This seems quite low. But, in 


contrast, when we include the M2 figure in time deposits also, it is around 
46 percent. Money supply in the broad sense shows this and that is without 
the inclusion of deposit certificates. Of course, they will actually fit in 
better in 1982 and become more normal within a completely new statistical 
system. At that time, growth and other elements will be seen more clearly. 


Where do the squeezes come from? Turkey is having to make a structural change 
in a very short time actually and this is basically where the squeezes come 
from, including the one our industry is undergoing today. I have tried to 
explain this on various occasions in asking, "Do you have alternatives?" This 
structural change must not be slowed down. It could be slowed only if there 
were $1.5 billion more in loans in addition to the loan money we have today. 
This, however, is impossible, that is, impossible both for us and globally. 
Since you do not have this possibility, it is necessary that we seek ways to 
stand on our own insofar as possible, and this is a healthier way. It will 

be a little harder, but the results will also come sooner. Even supposing we 
could find this money, I am af’ id this is what would happen: (And I said 
this money cannot be found.) We cannot ask for it if the programs in Turkey 
are very extensive timewise. All of our past experience shows this. Pro- 
grams change as soon as the governments and ministers change. Long-term 
programs cannot get continuous follow-up owing to Turkey's structure. For 
this reason, the sooner this matter can be wrapped up, the better for Turkey. 
lL say this because we have no alternative. If it had been possible to find 
the amount of money I mentioned, the program could perhaps have been carried 
out, but then the hazards I just mentioned would have come into play. 


200 Billion Annual Capital Growth 


Approximately 1 year ago, I said half jokingly and half seriously at a 
meeting of the Istanbul Chamber of Commerce: "Sell your villas and invest." 
This vas another way of saying build up our net assets. This is the basis of 
the problem. That amount of money may not have been significant, certainly, 
but what I was trying to explain was that net assets had to be improved in 
Turkey and to indicate that it should be done by a variety of methods. And 
if there was anything not producing income, it should be converted to cash. 
They say, "You can't buy something no matter how cheap it is if you have no 
money, but if you have money, you buy it however expensive it is." And if 
you have only a little money, you put it to the best use. I even said, "Find 
a partner." Partners can be found either at home or abroad. When we look at 
the last 2 years, we see a capital growth in excess of 200 billion each year, 
a level with which 1979 cannot compare. But if some of our industrialists 
act on the assumption, "Well, this policy will change anyhow and I will sur- 
vive the problem in the end," the ensuing results are not our fault. We have 
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siven the necessary warning that businesses will end up changing hands. The 
business will not fail if it is a good business, but it will change hands, 
because this structural change is not an easy thing. 


The credit balance that Mr Halit Narin mentioned at the Central Bank is 
around 105 billion liras. This is not credit given, but the credit balance. 
The credit given is higher than this. Returned, in other words, either way. 
in addition, there are export-oriented credits which the banks give besides 
this. Export credits, in my opinion, have an interest rate pretty well below 
the Turkish inflation rate. The average is around 22 percent. You get your 
foreign exchange 3-4 months after the exports are made. A quick glance shows 
that there was an exchange rate adjustment of around 40 percent-45 percent 
since the first of the year. This encourages exports. That is, in consid- 
ering interest, one must take this exchange rate adjustment into account also. 
[t produced an advantage in favor of the industrialist because exports were 
made in dollars or a convertible instrument. From this standpoint, comparing 
interest in this way would be more accurate. Is industry working today or 
not, one wonders. That is, is there a situation of not working owing to lack 
ot credit? I have tried to ask this question in many places. I have even 
told individual industrialists: "Don't talk to me in generalities, give me 
your opinion. That is, if you have problems in your business, tell me what 
they are." It is necessary that I and the others concerned learn these things. 
Otherwise, vague general terms -- for instance, industry is in a bind or 
industry has an interest problem -- do not clarify the problem. I have seen 
many times when I ask directly that business is good. The only complaint is: 
"We are paying too much interest. We are having to divert too much money from 
profits to the banks." I am not saying this is unjustified, but it is also, 
a little, the way to going public. I may also assert that this will improve 
with time. Turke, has been through these periods and in the one just past, 
interest rates were under pressure. Now that they have been decontrolled, 
there is the possibility of a deluge. That is, there cannot be much inter- 
vention; if it is left alone, I think it will correct itself. And there are 
many indications for correction. This is the way it looks at the moment. 
Even the brokers have begun to think about lowering their interest. I ama 
little chagrined by Mr Narin's citing the brokerage problem to back up the 
speech he gave on 2 Daember 1981. That's a completely different matter. I 
am speaking as a kind of backup to my speech on 2 December. 


As for unemployment, let us look at Turkey's national income for 1977, 1978 
and 1980. 1 may say that national income [growth] was below 7 percent in 
these years. It is a fact that it has not even caught up with the population 
vrowth before 1981 and has been negative for 2 years. That is, you can insti- 
tute as many investment programs and projects as you want to in an effort to 
eliminate unemployment, but the moment you fall into a development trend of 
this kind, you cannot prevent unemployment but even increase it. We must be 
realistic. What I would like to say is this: An unemployment problem cannot 
be seen when the economy is not running smoothly. The way to solve unemploy- 
ment is to put the economy on track and bring inflation down. I agree with 
the points Mr Gonensay made about unemployment. The unemployment problem is 
certainly not a new one for Turkey. It is the problem from the past and it 
will be the problem of the future with this kind of population growth. 














No Politics 


The unemployment problem came a long way in 1981 but it was not solved. It 
will come even farther in 1982, but it will still not be completely solved. 
Turkey has to expend a great deal more effort to solve it. Now, even though 
Mr Halit Narin is an industrialist, he is getting into politics a little. It 
is necessary to keep politics out of this problem insofar as possible. If the 
problem is unemployment, Mr Narin, don't make it a pretext for presenting the 
problems of industry. Let us present industry's problems clearly, whatever 
they may be. Otherwise, the problems will be misunderstood. Everything must 
be put in its proper place in order to be understood properly. This is my 
method. Therefore, I say if we bring in politics, the problems will be mis- 
understood. Every time this happens, I am reminded of the previous period. 
Therefore, I say let us avoid politics, because certain problems were com- 
pletely misunderstood in that politically charged environment. The unemploy- 
ment problem is this: In 1978, 1979 and 1980, Turkey was unable to resolve 
unemployment despite all its efforts, but to the contrary made it even worse, 
because national income growth was declining. But the unemployment problem 
can be resolved today in this way: if the Turkish economy recovers. And, 
therefore, it is perhaps necessary to continue as is for another year. You 
must not take this to mean I am putting the unemployment problem in the back- 
ground, because you have no other alternative. No offense, Mr Narin, but that 
kind of talk is more politicians’ talk. 


Narin: There was no politics in what I said. lL don't care for that, either. 


Oval: Will these interest rates come down in the period ahead? I believe 
that was one of the questions. There are several reasons why interest is this 
hich. I mentioned one, the high rates taken by the state. Another is our 
banks' costs. Those of our banks whose deposits exceed a given figure per 
capita will be in an advantageous position. That is, this will not happen by 
increasing the number of branches. The banks which operate more efficiently 
and economically will be the banks of tomorrow. This is my opinion. A bank 
today has costs of its own which climb 10 percent-20 percent above interest. 
This figure in Western banking is around 2.5 percent or 3 percent. 


Time deposits in many advanced industrial nations are more or less 70 percent 
of total holdings. This figure was less than 20 percent in Turkey before 
these measures were taken. It has now risen to 50 percent and will be even 
hizher next year. At that time, it will be seen that we are moving toward a 
healthier economy monetarily. If we do not do this, the problem we encounter 
is this: Even slight fluctuations in emissions cause price fluctuations in 
Turkey. However, if we move towards this kind of monetary economy, emissions 
Fluctuations will not have this much effect. We have to do [words illegible]. 
You watch, a new generation is coming up in Turkey. They are studying mar- 
keting abroad. 1t is impossible to consider this a negligible development. 


The development accomplished by Turkish entrepreneurs in the past 1.5 years 
(we are saying our export figures are 64 vercent-65 percent) is much better 
than those figures. Many things are being realized today that once we could 
not even imagine. There will be a reduction, albeit slow, in interest rates 
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next year. If the tax laws come out as we hope, certain reductions are under 
consideration, not suddenly but in two or three stages. The basis of the 
adjustments already made .. "he tax laws was concern over some revenue 
enhancement last year and concern over balancing the budget, the problem was 
approached much more from an economic standpoint this year. I hope the eco- 
nomic approach along with many easements will bring Turkey a long way on the 
road to progress and development. 


I would like to leave until a little later the announcement of the point we 
are contemplating in development for next year and the year after. The devel- 
opment rate now is around 4.5 percent-5 percent. This cannot be exceeded 
under the present circumstances in Turkey, its investment and savings poten- 
tial. Otherwise, we would just ruin the balance of payments. Second, Turkey 
is not borrowing from abroad. The reason for this is the disastrous effects 
of the period we are experiencing, or have just experienced. Looking back, 
one understands the enormity of it. There were 20,000 creditors. One or two 
African countries were the only place one could see the kind of situation 
Turkey was in. We reached this state. It was, therefore, impossible to raise 
credibility easily. Now this is what I think: 1982 will be the first year in 
which Turkey's credibility will improve and it will be able to get money from 
abroad on terms suitable for its own development and progress, and 1982 will 
be the year of momentum. And that is if we stick to this policy. Therefore, 
I say that only then will Turkey be able to carry its development forward. If 
there is also some foreign capital input, it will be a second factor here in 
things moving more positively in the years I mentioned. This is also the sit- 
uation in oil. Therefore, our reckoning is tilting toward 1983 on condition, 
for sure, that 1982 goes well. If 1982 goes well and we take the first steps 
toward borrowing, Turkey may be able to borrow under normal conditions on the 
international markets in 1983. If so, additional funds may be obtained from 
this resource to support serious prdjects. The whole problem is to improve 
the balance of payments situation. We have to show the outside world that we 
can bring our debt repayment status to prudent limits. 


(Question! Mr Narin, you were talking about interest rates. Mr Ozal says 
that the important thing is not the interest on deposits, but the tax on 
interest. And in this connection that there may be a decline in interest 
rates next year though this decline would progress slowly. You said that 
postponing measures for 2 years would create a lot of difficulties. The dif- 
ference arises between the period of time you mentioned and Mr Ozal's moder- 
ating process in the measures. I would like to get your views on this point 
and elso ask: What are your views on the answers Mr Ozal gave you? 


Narin: Mr Ozal presents matters plainly. We, too, are presenting our prob- 
lems as plainly as possible. We heard some fine news here and appreciate it. 
Mr Gonensay said, "Im going to begin by emphasizing the points Mr Ozal made" 
and refreshed our memories a second time on the events since the 24 January 
decisions until the present. We did not meet to discuss the successes but to 
assess the future. Mr Ozal said the positive results obtained will character- 
ize 1983 and 1984. We said certain snags will crop up in 1982 if the pres- 
sures of 1981 continue to be felt on the industrial sector. I used the exam- 
ple of the brokerage problem, where perhaps too much public debate is not 
beneficial. An example could have been given instead such as stock exemption. 
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We are all at pains in Turkey to revive the economy. We all have to take an 
honest share of the measures we use to revive the economy. In money-credit 
policy, the difference between the figures at the first of the year and the 
end of the year is interesting, but the figure he cited as a 1.5 billion-lira 
balance in Central %ank resources at year's end looks like this to us: Since 
an economy functions 365 days a year, even on weekends and holidays, financing 
at around 10.5 billion liras was not the mean figure every day of the entire 
year. [may say plainly that no industrialist, businessman or merchant has 
ever been able to create profitability at the level of mounting interest costs 
today. The exceptions are always excluded. When the industrialist burdened 
with the size of financing burden brought by the past 4-5 years pays out a 

40 percent-50 percent interest difference, two criteria emerge. in the past 
4-5 years, operations h*ve eaten up net assets, the credit burden has topped 
operations and this is a credit burden that has reached intolerable magnitude 
and created a situation eroding the business from within. Of course it is 
mighty fine news when Mr Ozal says we think interest rates will decline next 
year, albeit in the form of a moderate descent, but of course our troubles in 
that regard will be just as bad because this good news cannot happen, or 
become a rapid descent, until the end of 1982. No sector today is in the 
position to bear a 40 percent-50 percent interest burden. Then the alterna- 
tive is to discuss the problem, questioning whether it might be possible to 
reduce the taxes on these interest deposits and the state's share to a degree 
and, by reducing the interest bite and tax burden on the one hand, to seek 
ways to create some function to give industrialists, exporters and investors 
more viability in 1982. When we say today that the money passed on to the 
saver should not lag in value behind inflation, if the banks are able to use 
this resource above the portion of it returned to the exporter, industrialist 
and investor, the first measure that comes to mind is that it should not be 
taxed at all, the burden on it should not be compounded by the tax burden and 
it should be made available to this sector at a minimum level. In addition, 
there are certainly earmarked funds at the Centrai Bank. 


Banks and Family Firms 


We have ceased tu ctrengthen our industry in the struggle with the cost bur- 
den, or cost inflativ., and our industry's first need is measures to keep it 
afloat until the end of 1982. We cannot sympathize here with an industria- 
list who could never manage his own business. Any institution may change 
hands occasionally. This is a competence-based business. In the transition 
to a new model, I agree that we must make the transition rapidly and with 

Mr Ozal's view that prolonging it will allow degeneration. But the indus- 
trialist, unfairly made to bear the brunt of the policy applied at this 
unrelenting pace, must absolutely be provided some support in 1982 and, in 
my opinion, the institutions established through so much sacrifice and which 
have achieved this effective an operating system must not be allowed to degen- 
erate with the comment: "This is how I see my policy for the good of the 
country." Mr Gonensay said the industrialists do not have proper data and 
statistics. Unfortunately, we do not have in Turkey the rapid statistical 
fee’>ack to allow evaluation of many occurrances. But we could ensure this 
very easily through a broad study. 
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RS eat 


The banks in Turkey, as I always say (they tell me I am always saying it), are 
either oriented to family firms and specific conglomerates or are in the form 
of state-run banking. Of course, all the money-credit spigots which | .ve been 
turned off are turned on for the subsidiaries of the institutions in these two 
sectors. In chanelling the money of these establishments, it is necessary for 
1982 that state control be exercised so as to lend leadership, that is, that 
some be given for investment and some for exports and that it be brought to a 
lev21 to maintain vitality. In this climate of transition to a liberal econ- 
omy, there is no need, beyond the conditions of extremely high competitiveness 
for exporters and industrialists, to put this much strain on the exporter and 
industrialist with such high interest rates. Thought must absolutely be given 
to making a change in credit interest rates in order to support them at the 
level of financing consistent with world conditions and the European markets. 


Ozal: Reduction, in other words. 
Narin: At least for the exporter. 
Ozal: We are staying high... 


Narin: Where do you put us when you recommend to us a liberal economy on the 
one hand, but set it off against the internal financing system? That is what 
I am thinking of. 


Ozal: Of course it will be different from Europe... 


Narin: The European industrialist pays a miximum of 16 percent interest. We 
pay 27 percent. Then the exporter is made to seem that he is being supported 
on the one hand, but he is not actually supported. On the contrary, there is 
the situation of an attempt to make him conform to the financing conditions on 
the Turkish market, and this is wrong. Moreover, the exporter and industri- 
alist have to spend a lot of their time waiting to get these credits from the 
Central Bank and are put in the position of financing their exports with non- 
existent resources at high interest rates and this, in our opinion, is a great 
mistake. 


Stock exemption is a valid approach for Turkey. The way we have applied stock 
exemption has perhaps not been conclusive because of a few minor mistakes. If 
we want Turkey to have a realistic economic system to control money in Turkey 

and money movements in Turkey, this stock exemption system should be reinstated 
in a different form and it would be beneficial to do it in 1982. 





Moreover, there is no reason at all why our banks should be under extraordi- 
nary strain. 


Fach institution used to have control of its own commercial activities under 


the Trade Law. Our banks, unfortunately, are not under the constant super- 


vision of the Finance Ministry, that is, the general idea today is that the 
banks should allow the family firms to use cheap credit as much as possible 
while applying high interest rates and so forth to the entrepreneurs outside 


this circle. It is necessary to move away from this idea. The Turkish people 
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are willing to suffer any hardship together, but it defeats this principle to 
apply a credit policy in which one sector is privileged and another put upon. 
it is necessary to pay attention to this in 1982 also. Then a trouble shared 
is a trouble halved, as they say, and everyone suffers this hardship, but it 
is not this way today. Mr Ozal says the younger generations are coming up. 
They may buy a few businesses. If we consider the money these younger gene- 
rations have created and how young they are, we come up against a lot of 
questions wondering where this money comes from. 


If it comes from abroad, this money which is taken from the construction sec- 
tor is taken for the fulfillment of contracts. Therefore, it is a little 
illogical to say it will all come to Turkey. If they do not fulfill these 
contracts properly and on time, this is something for which Turkey wili be 
liable in the future. That is, a Turkish contractor abroad... 


Ozal: That is not what I meant by the younger generations. I was talking 
about the ones engaged in activities abroad, the ones in marketing, the ones 
getting an education. 


Even State Budget Is Inadequate 


Narin: If money has its source abroad, the troubles of the Turkish contrac- 
tors abroad are the troubles of the state also and are a state obligation. 
That source must be transferred here. A second problem is that if there are 
in fact large sums of money unknown in Turkey, we must agree that these 
unknown sums are not infinite, they are limited, and some of the factories 
they are able to buy may be in incompetent hands. But a monetary strength 
able to purchase all the institutions making up the Turkish economy is an 
impossibility, even with the state budget, because it may have been possible 
to save this economy by putting Turke: in debt for $18 billion-$20 billion at 
past exchange rates, but this figure today is at least $100 billion-$200 bil- 
lion. If Mr Ozal will permit, let me say that the Turkish industrialist is 
in favor of the Turkish government's policy under Turkish working conditions. 
But when we discuss his problems anu burdens, it seems that the Turkish 
industrialist and entrepreneur have been pushed under the heaviest burden. 
This appearance has been intensifying for the past 2 years and, bv further 
adding to it in 1982, the ability to get out trom under it will be possible 
only with additional measures. And monetary measures come first. 


[Question] Mr Narin, I must ask you a question here. [In answer to your 
saying that industry is under a great burden, Mr Ozal said a few minutes ago: 
"Yos, you say this, but there has been a capital increase of over 200 billion 
each year." And he added that this was within the past 2 years. How do you 
assess this? I may add another question to that. Turkey is seriously pur- 
suing a different economic model from the 1930's. Are the problems you men- 
tion not somewhat a naturai result of this? Also, I shall ask Mr Gonensay to 
consider the first part of the question. 


Narin: The figure that Mr Ozal gave as over 200 billion must be accurate 


because it is the official figure. Industry's injecting money into its own 
structure is not such a natural event. The appearance of having gained 
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momentum because of these recent economic measures is something of a healthy 
sign, but it may be wrong to think that this source is sustainable. There may 
be a sound turn-around, a sound operation in the industries in which 200 bil- 
lion liras were injected. This 200 billion liras is a big figure for the 
Turkish economy. But it is hard to say that everyone will be able to do this 
or that every business can make an extensive contribution to itself. Let me 
tell you about a study conducted in Turkey. Although market prices of a large 
organization's shares quoted between 1974 and 1981 showed a 26-fold increase, 
there was no increase in the price of these shares. It is a fact that we 
industrialists have been unable to give a normal return to shareholders in the 
situation which the economy has undergone in the past 4-5 years, that is, we 
have been unable to dis.ribute a normal dividend. And it is not possible for 
every business to evaluate its shares by selling them. Mr Ozal's anecdote in 
the spirit of "Sell your villas" to do this, then, is, for an industrialist, 
in the spirit that the organization which is using all its resources to stay 
in operation should obtain financing anywhere it can, but there is a limit to 
the industrialist's contribution to his business, his sacrifice has bounds. 

lt is not infinite. No industry on earth has been able to create viability 
that does not rest on a credit base. There is always te need for a credit 
base. And the institution under the greatest burden in every society is 
definitely industry. Bearing in mind the structural change we are undergoing, 
industry must absolutely have reinforcement. In Wales today, under the latest 
decision there, the state gives you 80 percent credit at extremely low inter- 
est when you invest 20 percent capital. In addition, you get 6 months’ wages 
gratis for each person you employ. What does this mean? It means that the 
moment an industrialist undertakes an industrial investment, he takes on a 
yreat effort, a great job and a great risk, such that accomplishing it and 
achieving results without state reinforcement is considered impossible from 
the standpoint of the financing power of enterprise, because attractive cre- 
teria are needed to get the power of enterprise moving. An industry which the 
State Planning Organization, launched in 1963, envisaged in the first 5-year 
olan was established within these criteria. In the sensitive situation at 
which this industry, established under government encouragement and government 
direction, has arrived through the misdirected policy of the past 4-5 years, 
there is a need for certain measures which the government could take so as to 
eliminate the sapping of its strength and to increase its power to go on. The 
January decisions should be reviewed in 1982 with a new approach in this form. 


Focal Point of Problem 
[Question] Yes, I will ask your views now, Mr Gonensay, as I just mentioned. 


Gonensay: I stressed the good things in my initial statement, but wondered if 
the money policy dosage was correct. Very high interest rates are an indica- 
tor of money policy dosage. There are also other problems. One of them is 
taxes. The tax burden is, in fact, high. I also believe a reduction is nec- 
essary. Another problem is that the banks have too many branches. The gen- 
tlemen's agreement was perhaps beneficial at first. It was seen to be valu- 
avle when interest was first decontrolled in preventing chaos and cushioning 
the first shock. But I think the gentlemen's agreement has now lost its func- 
tion. The banking sector has small banks and banks with many branches, that 


100 














is, banks with low expenses and banks with high expenses. The beginning of 
some competition in the banking sector at this point, in my opinion, may be an 
element in bringing down these bank expenses which seem so high. It would 
have to. I would like to see this. Let me take this opportunity to touch 
also on the new communique on banking capital. I believe it should be 
reviewed, because it will not encourage cheap banking and competition, At an 
absolute minimum, the introduction of capital and keeping it at a very high 
level may prevent the development we want and specialized banking. It may 
also prevent a competition-inspired lowering of bank costs. It is appropri- 
ate to improve capital, but it is necessary to an extent that it be at a 
certain rate or ratio of bank assets or deposits. I believe this will be 
reviewed at any rate. I think 1982's problems will be the financing market. 
The banking market is one which must be watched and tended with great sensi- 
tivity. That is where the focal point of our problem is. Comprehension of 
this is necessary. I would like to ask Mr Ozal a question in this context. 
When we suddenly cut off domestic demand as an anti-inflationary move, we 
forced exportation. That is, we suddenly opened the Turkish economy to the 
outside world. One result of the policy we pursued to prevent inflation was 
the sudden opening of the Turkish economy to the outside. But, of course, 
when this inflation slows and the Turkish economy recovers, the balance of 
supply and demand will have been established and export encouragement will be 
reduced to an extent. Then, I think, the stage that will come in the medium 
term will be opening the Turkish economy to the outside by reducing importa-~ 
tion restrictions and import duties. To date, we have left everything alone 
in the first step and optained a very pesitive result. Next we will embark on 
a medium-term approach. I wonder if a schedule isn't something that should be 
considered in the future or during this year, a medium-term program in which 
the state would offer guidance, setting up some timing in the sense of "I'll 
open industry to the outside in this particular way and regulate customs in 
this particular way’? 


Oval: Let me answer one of these questions in this way. I do not have the 
same opinion as regards exports. Exports have had the maximum support under 
Turkey's circumstances. (1) While the interest rates entailed by the systems 
introduced, for example, reached as high as 60 percent in Turkey, exports were 
paying 20 percent. To say, "Indeed, althoug.. we were concerned that there 
would be some leakage because of the wide disparity -- in that while there is 
a system with two such widely disparate values and while the difference 
between them is this great, leakage will occur -- there are complaints about 
this also" is an indication of how broadly exports are supported. (2) The 
state is taking no taxes. There was no question of the taxes you just men~ 
tioned. (3) There is an important system which was introduced that I believe 
has begun to work well in the past year. Today you can bring in duty-free any 
soods for export, whether prohibited in Turkey or not, and this was a revalu- 
tion. In my opinion, what gave the actual thrust to exports was this formula 
we put in place. Because of this, there is not a great deal of importation. 
More interesting systems will be introduced if the new Customs Law is passed 
by the Consultative Assembly. The use within Turkey of a product made in 
Turkey for export will be encouraged in the same way. If you sell my yarn 
abroad today, someone else will buy it abroad and use it in textiles. And 
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that will be encouraged. Possibilities will be introduced to set up that sys- 
tem in Turkey, a kind of customs shed system, in a simpler form internally. 

| hope there will be many innovations both in transit trade and re-export if 
that law passes. This will be a situation looking further to the future. 


Exports received so much support under these circumstances that they rose 

64 percent. How much more support could there be? One must be fair. The 
increase in the export of industrial products, for example, was arount 110 per- 
cent. The second point was stock exemption. This is what I said in a speech 
in Istanbul: 


"Don't be afraid of stock exemption." Some listened to me and did this; many, 
however, did not believe me. But many people in Anatolia believed and the 
statement came out around 40 billion liras. This is no small figure. But 
those who had faith made money. I want to reiterate a few points before 
vyoing on to your last important question. Industrial policy has gone through 
a number of stages in Turkey. There was the initial policy of great support 
for industry and the import substitution policy. And it continued this way 
until the latest measures. There has been this change in industrial policy 
since the recent measures: From now on, the quota system and the way of 
thinking "I manufacture it, put a ban on imports" are gone. At one tine, 
quota commerce existed. We took this bull by the horns and eliminated it a 
year ago and it had no negative effect. On the contrary, the black market 
disappeared. Now I will get to Mr Gonensay's question. Actually, better 
results developing in favor of the consumer will come abo.* in industry as 
soon as we begin transition to the policy enabling a straight course for 
[import] liberation, within a specific program to enable industry to reorgan~ 
ize better and to integrate without problems with a common market in a rea- 
sonable period of time. 


Of course, the accompanying principle is that there  e goods whose import is 
prohibited in Turkey. It is necessary that we have a program to transfer 
those import prohibitions gradually to our import lists, that we shift first 
to liberation 2 and then to liberation 1. It would be very beneficial, in my 
opinion, to have a program for this, because then everyone will know where he 
stands and take measures accordingly, and industry will move towards condi- 
tions which may be more profitable and competitive. I would like to say this: 
Provided the weight of the future policy of industry protection not go to 
extremes, it is necessary rather to use rate of exchange policy and customs 
policy to move slowly but surely towards liberation within a specific period 
of time. But I know this is not easy. Our industrialists first and even our 
bureaucrats agree that "foreign exchange is more valuable than Turkish cur- 
rency." My opinion is that Turkish currency ought to be and is on the way to 
being as valuable as foreign exchange. When we accomplish this, I think that 
problem will be over. There is another point also. A newspaper took an 
industrial survey and sent me a copy. This was a survey of between 250 and 
260 firms. There were complaints about interest rates in the survey. I con- 
sider this normal. If there were no complaints, it would mean that we had 
made a mistake. TI noticed that this was extraordinary in almost all the 
firms' replies -- they lock to the future with hope. 
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Vhe recent measures taken as regards the banks have been debated in the press 
for a long time. Re-evaiuation of them is under consideration. Partial con- 
version to capital is already under consideration at the banks, too, because 
of this reassessment in tact. Therefore, the tigures will not be all that 
high. Some of them will derive from the reassessment. But the situation we 
are talking about is a system leading to the elimination of one drawback and 
will force the banks to go public. If the system is maintained in the years 
ahead, our banks, as elsewhere in the world, will move towards going public, 
and the present big banks and eventually the growing banks will go public (in 
order, I think, to reach the point to make these capital structures safe). 
That is the purpose of the policy anyway, to an extent, to prod them towards 
2oing public. 


One important topic frequently mentioned is the Welsh exampie you just gave. 
However, some thinking is changing today. One must agree that Turkey is able 
to implement these incentives to the extent of its resources. The rich 
nations are able to offer higher incentives. 


As tor the export insurance problem, it is, after all, a problem of resources, 
because export insurance does not just appear out of the blue, but is money 
that comes out of Turkey's existing credit resources. And it tends to make us 
a little lazy. Instead of underwriting export insurance at the moment, it is 
far preferable to keep our entrepreneurs a little more on their toes, give 
them a little more credit, but have them exert the effort to get that money 
from the place to which they export. If we get a little stronger, then an 
export insurance system can be introduced more easily. Even if we had export 
insurance, it would have quite a few limitations. We would be able to finance 
only 50 percent-60 percent of it. 


Low Income Groups 


You asked about the outcome. As I always say, the low income groups are the 
major objective of this program. The greater welfare of the great public body, 
that is, the development, redress and betterment of their conditions. Civil 


servants, workers, laborers, those we call the low income groups, of course, 
come at the head of this, followed immediately by the farmers and tradesmen. 
This group we are talking about makes up the greater part of society at any 


rate. I believe the first problem is to bring down inilation with their 
cooperat ion. 
We have to wrok for this. We will not say sacrifice here, because the result 


will be beneficial for our industrialists also. We are obligated at this 
point to give some hope to the low income groups. If the money they get 
increases by 25 percent-30 percent, the situation becomes much better when you 
show that inflation is less. This was done in 1981 and there is no reason why 
it should not be done in 1982. What we have in mind will be self-evident, I 
hope, in the tax laws. The first category, which is 40 percent, will be 
reduced to 39 percent and the fiscal balance tax will be lifted. As of 1983, 
these first categories that we are talking about will be reduced by stages to 
25 percent, coming down from 39 percent to 35 percent and so on. This will be 
an additional resource and an important factor in reducing the burden on wage 
earners in particular. The problem still comes round to a problem of pace. 
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The moment we exceed the limit (and I have seen many examples in Turkey), the 
measures will do a complete about face. We may seem a little harsh, there- 
fore, but we have to tell everyone the same thing. We must solve our problems 
without passing the limit. 


Narin: Is our government considering amendment of the Protection of Turkish 
Currency Law in 1982 to allow exporters a foreign exchange reserve? We are 
worried that we will not be able to produce as much as in 1981 under this 
financing burden in the industrial and agricultural sector in 1982. I see 
that Mr Ozal has no such reservations. 


Ozal: As long as there is no import glut in Turkey, the exporting sector will 
develop its activities. This is what I think. Production will increase in 
Turkey but, as I just said, there may be exceptions in certain sectors, the 
automotive industry, for example, in cars and trucks, of course. I expect 
development in the construction sector to be a little slower. I do not think 
it will be rapid. There are certain habits there from which we have not yet 
been able to free ourselves. There are certain problems and [giving up] those 
habits is not easy. S3maller houses and smaller apartments must be built in 
the big cities. Not by way of force but by economic necessity. That is, a 
bedroom, a kitchen, a living room, suitable for one person or a family of two. 
We are used to larger apartments and, therefore, if the construction sector 
can make this change in its modus operandi and if our people can get used to 
it, this would be a good thing. 


Narin: There is a small matter. I wonder if the government program will 
include in the short term or the long term the possibility for exporters and 
industrialists to import from their ow foreign exchange positions and to have 
foreign—based insurance companies insure them? This would prevent Turkey's 
loss of foreign exchange vis-a-vis any unforeseen misfortune. 


Ozal: Your insurance would be high. 


Narin: Preventing foreign exchange losses is what I am talking about. Is 
our government considering amendment of the Protection of Turkish Currency Law 
in 1982? Is it considering allowing the exporter to hold foreign exchange? We 
are worried that we cannot produce as much as in 1981 under this financing 
burden in the industrial and agricultural sector in 1982. I see that Mr Ozal 
has no such reservations [as published]. 


Ozal: As long as there is no import glut in Turkey, exports will develop and 
increase. But the automotive industry may be partially excluded from this. 
Development in the construction sector will be a little slower. There are 
certain habits here from which we have been unable to free ourselves. Smaller 
apartments must be built in the big cities. These apartments must be suitable 
for a family of two. This is the kind of coustruction that will be cheap to 
buy. So if this change can be made, the construction sector will be able to 
develop. 


[Question] In this open forum, we have discussed developments since initia- 
tion of the 24 January measures and the prospects for the future of the Janu- 
ary measures. Turgut Ozal said that the measures will most certainly remain 
in effect with no deviation from the course, but certain fine adjustments may 
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be made at specific points without disrupting the ground plan and that the 
purpose of this is to better the situation of the low income groups and pro- 
vide certain needs of industry. Halit Nari’ insisted that industry is in 
trouble and reiterated his view that industry will remain in trouble in the 
future if measures are not taken. Professor Emre Gonensay said he felt the 
January measures had been successful, but hig. interest rates had put industry 
in a difficult position. He pointed out in this context that some establish- 
ments would either be liquidated or change hands in the continuing course of 
the measures, but that it must be considered a natural result of the measures. 
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ECONOMIC TURKEY 


OZAL INTERVIEWED ON DEBT, ECONOMIC DEVELOPMENT 
Istanbul CUMHURIYET in Turkish 19 Feb 82 p 12 
[Interview with Deputy Prime Minister Turgut 0Ozal | 


[Text ] (ANKA)-=-Deputy Prime Minister Turgut Ozal said, "Turkey cannot 
solve its problems with a 4.5 to 5-percent growth rate. We are unable to 
overcome the unemployment problem." 


In response to ANKA's [Ankara News Agency] questions, Ozal noted that, in 
announcements, it has been stated that Turkey has never given up its in- 
dustrialization target and that it is necessary not to interfere in the 
economy so that goals can be reached more quickly. He said, "We will in- 
dustrialize relative to nations around us that do not know this degree of 
industry. This is a natural thing." 


Deputy Prime Minister Ozal said in answer to ANKA's questions: 
Things Going Well 


[Question] It is claimed that you purposefully demonstrate that develop- 
ments in the economy are positive. Do you, in fact, take pains to eliminate 
the pessimistic atmosphere that could have a negative effect on develop- 
ments? 


[Answer] To date, I have stated that all economic problems would continue 
to exist for 3 to 4or 4to 5 years. Now, what I am saying is that the 
results we have obtained are good. I am not saying this without justifica- 
tion. The figures support me. 


Secondly, I am not alone in making this assessment. There are people 
abroad who are examining us. Those abroad agree that what Turkey has done 
in the past 2 years is remarkable. Abroad, there exists the principle of 
helping "one tidy his own house." They give us examples on how to do so. 
In any case, these men are not our uncles, our godfathers. 
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[Question] Haven't you taken part in the view of exaggerating a bit, 
abroad in particular, the positive atmosphere and, in doing so, of thrust- 
ing Turkey into difficulties through the postponement of its debts or new 
credit demands? 


[Answer] I have told my friends that the practice of delaying bank debts 
will end as soon as possible. 


In any case, Turkey's debt profile cannot exceed a maximum of $2.4 billion 
under current conditions. In 1984 or 1985, back payments will, in my 
opinion, consist of principal and interest. Therefore, this has begun to 
lose its importance in the face of our increasing exportation and unseen 
account revenues. 


[Question] You said that our back payment burden for debts will be $2.4 
billion in 1985. Yet, in its study of the topic, the World Bank cites the 
figure of $5 billion. 


[Answer | All studies do that. Henceforth, everyone will say something 
from a certain point of view. This year, a high figure was given. However, 
the figure remained below that. It was $2.1 billion, and it might not have 
even been that much. 


[Question] Might there not have been a difference in definition? The 
Central Bank quoted the figure of $2.8 billion. 


[ Answer | We accept that. Let me say that approved credit is both paid 
and accepted. The payment of interest is no longer a separate thing. 
This type of revolving credit must be shown within short-term operations. 
It must not be included within the debt profile. 


[Question] In that case, foreign debts, according to you, will not burden 
Turkey. 


[Answer | Debts are a problem when things are going poorly in Turkey. If 
Turkey experiences a balance-of-payments problem, then problems in making 
short-term loan payments begin. At this moment, banks and Turkey's acquaint- 
ances are making it easy to obtain short-term commercial loans. We are 
concerned about this. 


[Question] Despite the positive outlook, it can be seen that we will not 
be able to obtain program credit from the European monetary market, but 
will be able to obtain project credit. 


[Answer] I don't need it, but let me talk about program credit. If I did 
need it at this moment, what you say is true. However, it is necessary 

for me to obtain money for concrete projects for greater development. These 
projects will be undertaken in stages. 
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[Question] Are we able to discern this through the growth rate of the 
economic agenda? 


[Answer] Looking at the situation this year, I tend to believe that the 
1983 and 1984 national income rate of iacrease will be even higher. We 
try to explain that Turkey cannot eliminate its problem with a 4.5 to 
5-percent growth rate. It cannot solve its unemployment problem. 


However, if you attempt to speed up investments as of today, you are con- 
demned to an immediate strangulation of the balance-of-payments. 


[Question] In this situation, it is not correct to say that you are 
diminishing the importance of the economy. 


[Answer] No. In any case, that is our belief. However, that is the point 
at which a lot of our friends are mistaken. It is necessary not to act 
hastily. 


I set the growth rate at 7 percent today. However, it is necessary for me 
to find another $2 billion, Is this money available? No. If the Arabs 
provide it in the form of a gift, we could complete one or two serious 
projects. This is not possible now. 


[Question | Since the entire problem is one of $2 billion, would Turkey's 
growth rate not have fallen below 7 percent if oil prices had not been 
raised? 


[Answer] At the end of 1979, our oil bill was $1.7 billion. What was it 
in 1980? It was $3.7 billion, exactly $2 billion more. Very well, how is 
it possible that, at this time, Turkey has no black market, no monetary 
transfer problem, no foreign exchange problem, no inflation? If the entire 
reason for the growth rate had been oil, we would all have perished by 

now. Let me say this much. If there was not an additional $2-billion pay- 
ment, today's balance-of-payments would be positive. 


[Question] When aiming for a higher growth rate, will Turkey maintain its 
industrialization goals? Or will it direct itself toward agriculture as 
proposed by the World Bank and other international organizations? 


[Answer | One part of the points on which we differ with those leaning to 
the left has to do with industrialization strategy. 1 believe that natural 
progress will be achieved and goals will be reached more quickly if you 
watch over the economy without much interference as in the free market 
system. In other words, you will arrive at your goal more quickly by en- 
couraging the areas you choose and by not making any definite plans. 


I am not saying anything categorically such as, Turkey will not industri- 
alize. Turkey will industrialize rapidly, but this progress will leave 
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the normal behind. Look at the engine industry. For years, no engines could 
could be built in Turkey because of TUMOSAN [Turkish Motor Industry and 
Trade Corporation]. Would it be good to build these? Whatever, if we had 
abandoned the normal, we would have plenty of engines at this moment. This 
is my hope. 
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ECONOM IC TURKEY 


STABILIZATION PROGRAM MEETING WITH SUCCESS 
London 8 DAYS in English No 10, 13 Mar 82 p 41 


[Text] Turkey's economic stabilisation programme met ‘encouraging success’ 
last year, but 'there is a need to persevere on the existing policy course and 
to stand ready to address any significant deviations from the programme,' ac- 
cording to the International Monetary Fund's latest report on the country. 


It is the first optimistic report since Turkey's economy deteriorated serious- 
ly in 1977, and estimates that the programme's targets were all met or ex~- 
ceeded last year. The year-on-year rate of rise in consumer prices had slowed 
to 31 per cent by last November, it says, compared to 90 per cent at the end 
of 1980. There was a ‘striking acceleration in export growth', which reduced 
the current account deficit to 4 per cent of gross national product from 5.75 
per cent in 1980. Real GNP, after declining in 1980, grew by 4.25 per cent. 


On the negative side, private investment ‘remained subdued’. Also, the re- 
covery in economic activity 'is not believed to have made much of a dent in 
unemployment, which remained at about 15 per cent of the labour force. ' 


The report says that the Turkish government is pleased with the progress but 
has 'no illusions about the still considerable adjustment task that lies 
ahead.' During the next two or three years, says the report, the economy 
needs to be positioned to be able to absorb the impact of the significant re- 
duction in net use of IMF funds and other concessional government-to-govern- 
ment loans and to meet the much-enlarged debt service burden that will emerge 
in 1984, 


At the same time, foreign currency reserves need strengthening to reduce the 
economy's still-acute vulnerability to external shock. All this will require 
that foreign exchange earnings continue to rise and the external current defi- 
cit to decline. 


The IMF believes there are four key elements in the next stage of the 
programme: 


--A decrease in the rate of monetary expansion. 


--A reduction in the PSBR. 
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--Continued vigorous implementation of exchange rate policy. 


--Persevering with the policy of limiting wage and salary increases to 
the level of inflation. 


The government forecasts a 30 per cent rise in exports in dollar terms this 
year and expects to be able to finance a $10m import bill, while at the same 
time reducing the current account deficit to $1.8bn. The report, too, con- 
siders this to be feasible. It calculates that loans in the pipeline amount 
to more than $1.lbn. 


CSO: 4600/370 
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ECONOMIC TURKEY 


TAX AUDITS RESULT IN MASSIVE FINES 
Istanbul CUMHURIYET in Turkish 20 Feb 82 pp 1,11 


[Text ] Ankara--According to results of tax audits begun in the second half 
of 1981, audits of 350,000 businesses have been completed, and fines of 
2.7 billion liras have been imposed to date. 


Information obtained from the Ministry of Finance shows that tax audits be- 
gan in June 1981 and continued without interruption until the end of Janu- 
ary. The preliminary results of the tax audits, which are continuing at 
present, have been released. Accordingly, fines of 1.7 billion liras were 
meted out between June and December 1981. Fines handed down from the be- 
ginning of January to the beginning of February amounted to a billion liras 
making the total 2.7 billion liras. 


It is reported that the imposition of fines came about from audits of 
350,408 businesses located in every province in Turkey. Fines were highest 
in Ankara, totaling 947 million liras. Istanbul was second with 384 million 
liras. 


The Ministry of Finance noted that "the amount of fines imposed is the 
highest ever handed down" and added that audits are continuing at present. 


In the meantime, according to ANKA [Ankara News Agency | reports, the Minis- 
try of Finance has announced that stocks and bonds investment corporations 
as well as brokerage firms established under the capital market law are ob- 
liged to pay the organizations tax. 


A Ministry of Finance communique published in the RESMI GAZETE pointed out 
that earnings resulting from these firms' fund portfolio transactions are 
exempt from the organizations tax under the law. It read, "In this way, 
the tax burdeu on stock capital revenues obtained from these organizations 
by owners of participation documents or shares in investment funds as well 
as the investment corporations will have been reduced." 


The Ministry of Trade communique also clarified exceptions to the applica- 
tion of the organizations tax. Accordingly, the application of varying rate 
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exemptions for the exportation of industrial products has been ended, and a 
20-percent exemption on total profits obtained has been set. To determine 
the amount of Turkish liras procured during exportation for which the ex- 
emption is applied, the value to be used will be that of the Turkish lira 
in relation to the American dollar on the date exportation actually took 
place. Therefore, 20 percent of the total exportation profit in terms of 
Turkish liras will be exempt from the organizations earnings tax. 


When speaking of implementing the organizations tax, the Ministry of Finance 
communique also defined the earnings left outside the tax regulations for 
those foreign organizations known as "poor taxpayers." Accordingly, earn- 
ings of these "poor taxpayers" from goods manufactured in Turkey or pur- 
chased from Turkey for export will be considered not to have been obtained 
in Turkey and will not be subject to the organizations tax provided that 

the goods are sent to foreign countries and not sold within Turkey. 


The Ministry of Trade communique pointed out that the organizations tax 
has been reduced 60 percent and spoke of implementation of this amount. It 
read; 


"In accordance with a temporary article added to the organizations tax law, 
a new tax rate will be applied on organizations' earnings in the 1982 calen- 
dar year that are declared on 1 January 1983." 


The communique of the Ministry of Trade also announced that payment of the 
organizations tax will be made in three installments rather than two. 
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ECONOMIC TURKEY 


DOGAN EXAMINES NATURE OF STRUCTURAL ECONOMIC CHANGE 
Istanbul CUMHURIYET in Turkish 23 Feb 82 p 6 
[Article by Yalcin Dogan | 


[Text ] The debates of an agitated community will also become agitated. 
However, it is not always easy to find "truth" in these disturbances. This 
is because truth is not one-sided, is not constant. As long as reality con- 
tinues to change, basing discussion on "material foundations" will be in- 
escapable. 


The most intense debates today revolve around whether or not Turkey is un- 
dergoing a structural change, whether or not changes observed in the "super- 
structural organizations" are an extension of a "basic and structural change 
change" in the nation. 


As a matter of fact, it is possible to use very basic economic statistics 
to show the presence of a "structural change in Turkey" and also to prove 
the opposite. For this reason, it is necessary to start out with very 
fundamental economic measurements. Going, then, directly to national 
studies and documents, it is seen that the values for economic gauges for 
the past 5 years are surprising. 


If one looks at the "Annual Economic Report," which was prepared together 
with the Ministry of Finance's 1982 budget, the sizes of three large seg- 
ments of the economy are revealing. According to the annual report, agri- 
culture constituted 23.1 percent of the economy in 1977 aand 23.3 percent 
in 1981. Inother words, agriculture showed a 0.2=percent increase in 5 
years. However, industry and services, more important sectors, fell from 
23.6 percent in 1977 to 22.6 percent in 1981. The figures show almost no 
change at all in economic growth. If there was any at all, it was a change 
that affected industry adversely. 


Looking at industry alone, the truth once more becomes obvious. When one 
compares 1977 with 1981, production of consumer goods rose from 39.5 per- 
cent to 42.9 percent. Production of intermediary goods decreased from 
47.1 percent to 45.1 percent. Production of investment goods fell from 
13.4 percent to 12 percent. It is clear that a structural change brings 
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with it an increase in production of investment and intermediary goods. 
Yet, what is seen here is a development that affects industry negatively, 
that is the opposite of industrialization. There is almost no difference 
between the figures. The difference that is seen is one that shows a nega- 
tive aspect for industry. Therefore, to say that, together with the 24 
January economic measures, Turkey "underwent a structural change" contra- 
dicts the facts, and it is necessary to add forcefully: 


"The Turkish economic production picture of 1981 is a carbon copy of that 

of 1977, It has returned to its starting point after a 4-year cycle. There 
is one fundamental difference. True wages are 43 percent below those of 
1977, Unemployment rose from 13.6 percent in 1977 to 16.6 percent in 1981. 
At the end of 1977, Turkey's indebtedness to the foreign world was $10.3 
billion (principal); at the end of 1981, approximately $20 billion." (Oktar 
Turel, "Heading Toward 1985,"' EXONOMIK YAKLASIM DERGISI, Vol 6, p 7.) 


The most fundamental measurements of the economy clearly demonstrate that, 
along with the 24 January measures, there was no structural change in our 
nation. Despite this, however, there is a change in the community. What, 
then, is the origin of this change? It is possible to give two responses 
to this question, 


There is a change from the economic standpoint, but it has no relation with 
structure. There is but one source of this economic change -- interest 
rates. High interest rates "change the places of figures" in the economy. 
Without making a change in the economy itself, those who have a say in the 
economy change places. The intermediary of this change in places are the 
high interest rates. It is difficult to find a firm that is not in debt 
today on the Istanbul market or in industry from among those unable to 
have a say, even in word only, in the economy up until the recent past. In 
an indebted economy, most "change in hands" brings with it "a change in 
ownership" of firms. However, this is not an indication that steps are 
being taken toward industrialization by the firms that change hands, 


There is a change in the community, and the second explanation for this can 
be described as "superstructural organizations." It is as clear as day that 
organi~ations existing in the community have undergone a significant degree 
of charge through laws. On one hand, the manner of formation of the organi- 
zations changes and, on the other hand, the centers to which they are affil- 
iated change. However, the change is due to wishes and commands coming 

from above. It does not descend to the foundation. 


Intellectuals in our day must see "this change in superstructure."" They 
must also see that this “is not a change in material foundation."" Material 
foundations rest on the basic economic measurements cited previously. When 
marking time, there is undoubtedly a value in examining the disturbances in 
the community that put pressure on the superstructure. 


And it probably is high time to consider extending the examination to in- 
clude the future. 


11673 
CSO: 4654/209 


115 








ECONOMIC TURKEY 


STATUS OF TURKISH UNEMPLOYMENT REVIEWED 
Istanbul TERCUMAN in Turkish 23 Feb 82 pp 1,14 
[Article by Nursun Alev] 


[Text ] Ankara--Despite the fact that the Turkish economy has, within the 
tramework of the stabilization program of the current administration, shown 
definite improvement from the standpoint of rate of inflation, balance of 
foreign payments, exportation, importation, and increase in gross national 
product, unemployment and its effects constitute our most serious social 
problem and have become a new economic fear facing us. 


Official statistics as of the end of October 1981 show that the civilian 
labor force in Turkey consisted of 17,620,000 persons and jobs available 
totaled 15,397,000. In other words, 2,223,000 were unempioyed. 


According to official figures, those looking for work through the Labor 
and Employment Organization Directorate General numbered 245,000 while 
those seeking employment through other channels totaled 678,000 persons. 


Officials state that, because of the gradual reduction in job opportuni- 
ties, they have experienced a decrease in the number of persons applying 
to the Labor and Employment Orgaaization for jobs, because potential ap- 
plicants "“teel that they will not be able to get work anyway." 


Official statistics reveal that the number of unemployed who are not look- 
ing for work totals 1.3 million and the number of the hidden unemployed in 
agriculture is 700,000. 

Gradually Increasing Unemployment 

According to statistics, the number of unemployed rose by 80,000 persons 
per year from 1965 to 1971. This figure increased each year thereafter 
and has reached 160,000 per year. 


In 1971, there were approximately 1,840,000 workers without jobs; in 1972, 
2,254,000; and in 1973, 2,732,000. 
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Officials, who noted that total unemployment in the nation is 16.6 percent, 
report that the number of those aged 15 and 16, known as the "active popu- 
lation," is gradually increasing and that the latest statistics reveal that 
the size of this group in relation to total population has increased by 
57.6 percent. 


Population Increase, Unemployed 


Officials, who point out that, according to the 1980 census, the annual 
population increase is 2.4 percent, state that figures not based on offi- 
cial data are more pessimistic and estimate that between 4 and 6 million 
persons are unemployed. 


A 4-trillion-lira investment is required in order to be able to find jobs 
for the currently unemployed, according to officials. They speak of mea- 
sures to combat unemployment, saying: 


"Very serious social problems and explosions lie behind unemployment. It 
is imperative that unemployment be dealt with just as anarchy and inflation 
have been. 


"Market purchasing power must be directed toward domestic goods, and domese 
tic production must be increased. Through continuing education, qualified 
workers must be trained. When workers are sent abroad, their return must 
be circumvented. 


"Improvements in the areas of schools, hospitals, roads, irrigation, drain- 
age canals, harbor construction and repair, forestry, and agriculture; the 
introduction of new areas of business for the tourism field; and the imple- 
mentation of wide-ranging social and rural projects will become effective 
weapons in the battle with unemployment, 


"In addition to these types of long-term investments that create jobs, 
laboreintensive branches of business must be encouraged, measures to ensure 
peace in employee-employer relations must be developed, and long-term strat- 
egy on the subject must be established and implemented, 


"Tf, besides taking all these measures, attention is directed toward the 
fact that Turkey's annual population increase is much higher than that of 
other developed countries, then effective population planning will also 
eisure long-term benefits leading to a solution to the unemployment prob- 
len." 
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Unemy loyment Figures--According to official state figures, the number of per- 
sons who would not find jobs if they looked for work totals 2,732,000. The 
number of persons who have been employed in the past, who are unemployed at 
present, and who have not applied to the Labor and Employment Organization is 
1.1 million. The graph shows these figures from 1972 to the present time. 


11673 
CSO: 4654/209 


118 


ECONOMIC TURKEY 


SABANCI INTERVIEWED ON ECONOMIC HEALTH, REMEDY 
Istanbul TERCUMAN in Turkish 23 Feb 82 p 8 
[Article by Erkan Yigit | 


{Text ] Ankara--While the "sick economy" .of the era prior to 12 September 
is gradually exhibiting signs of health, a series of aches still continues 
to exist, and the outcome of these pains is the continued birth of une 
healthy children. In recent days, the same identification band is being 
attached to the wrists of all the unwanted children born to the convalesc- 
ing economy -- "unemployed." 


"Unemployment" is the most important problem being faced in recent times 

by Turkey, which fearlessly overcame the "inflation beast."' Formulas for 
ways for us to find work for the gradually increasing numbers of unemployed 
have now begun to come out of the most official mouths. In the latest case, 
during a speech made during discussion of the budget in the NSC [National 
Security Council], NSC and Ground Forces Commander General Nurettin Ersin 
asked that "practices that will solve unemployment" be pursued with haste. 


Man Whe Employs 30,000 


I telephoned Istanbul from Ankara and asked a "man who employs 30,000 
workers" to enlighten us about Turkey's most pressing problem. From the 
"tcelereport"' we obtained with Sakip Sabanci, administrative council chair- 
man of Sabanci Holding Company, various hopes and various disappointments 
emerged. Sabanci first asked this question: 


"Countries even smaller than ours have solved this problem. Why can't we? 
We have not considered this at all." 


On the 09 telephone exchange that operates on holidays, Sabanci spoke about 
the "unemployment devil''; 


"There must be a job for each of our citizens to earn income that will en- 
sure him an opportunity for a life befitting human dignity." 
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The man who heads Sabanci Holding Company suppressed his emotions and 
transmitted these words over the phone: 


"There is a saying often used in Anatolia -- 'A starving mongrel will kuock 
down the wall of the oven.'™ 


Sabanci, with his own special style, said that we have adhered to an an- 
cient prescription to deal with the unhealthy child of the economy. This 
is what is written on the old health remedy: 


'We had an opportunity to deal with unemployment until recently. Indi- 
viduals who could not find steady employment and who belonged to a family 
tied to agriculture, to a village lived and got along by sharing the food 
obtained by the family group, by one segment of the Turkish family. How- 
ever, the army of unemployed, which is gradually growing larger in a manner 
to cause worry, and our increasing population, which we cannot discipline, 
have demonstrated that this trend is goingtocontinue and will not go away." 


Every Morning, 3,000 Mouths 


Sabanci paused, and it seemed as if he had been cut off. I asked, "Hello?" 
Sabanci swallowed and continued: 


"Every morning, we have 3,000 new mouths at our table. Each year, we are 
forced to find food for a million new mouths, schools for a million chil- | 
dren, work for a million youths." 


Employment Figures Startling 


The man who employs 30,000 workers noted that another door leading to the 
unemployment nightmare is half ajar and that it is obvious that “industry's 
situation is right behind the door. He said: 


"In order to explain the enormity and importance of the problem, let me say 
that the total number of industrial workers employed today at industrial 
organizations of the state and private sectors is below 1 million. This 
demonstrates our backwardness in industrialization. It can be seen that 
our delaying in creating new job opportunities makes it more difficult to 
solve the problem every day and increases the problem." 


Road's Beginning 


Sabanci spoke about stopping at the beginning of the road that leads to 
unemployment. He stated, "The halting of and slowing down of investments 
in the state and private sectors in recent years as a result of structural 
change in the economy do not make it possible to open up an adequate number 
of employment opportunities. Reorganizational work is required in the 
bureaucracy and in the KIT [Public Economic Enterprises]. It is necessary 
co freeze and even to reduce their ever-growing staffs. There is no longer 
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the opportunity to send workers to Europe. The stagnation that has begun 
in Europe, in Germany is taking jobs away from Turkish workers." 


While Sabanci was saying that we must find a weapon to combat the rew un- 
employment devil that exists in the country, there was an undesired sign 
of another danger coming from outside. Over the phone, a cry of pain grew 
louder. This was followed by sirens and a prayer: 


"May Allah protect them. There is the danger that my workers, though per- 
haps only a few, may lose their jobs. All of this constitutes important 
developments that further increase the unemployment problem." 


New Prescription 
Sabanci read a new prescription over the phone: 


"The remedy for increasing job opportunities, for creating new businesses 
is investment. The only way to create new job opportunities is for the 
state to begin immediately to spend money on investments in areas such as 
energy, Communications, and transportation and for the private sector to 
develop new capacities and make wise use of existing capacity in industry. 
However, in order to make investments in the public and private sectors, 
it is necessary to find adequate resources with the order and stability 
ensured by the state," 


Bitter Medicine 


After quoting the prescription, Sabanci spoke of a reality with total 
clarity: 


"The 20th century is a mathematical age, an age of computations. We, as 

a nation with a growing rate of unemployment, cannot say no completely to 
automation, and we must pay careful attention to our needs for resources 

in order to open businesses for the ever-increasing number of persons. If 
we make a serious assessment, it will be seen that Turkey's KIT resources 
and our delays do not make it possible for investments that will be able to 
solve the unemployment problem." 


No Pressure 


Sabanci spoke of other difficulties that arise in our struggle with unen- 
ployment. He continued: 


"Furthermore, if we put pressure on resources, inflation results.'' 


I asked the owner of Sabanci Holding Company, the provider of bread to 
30,000 people, "Then, what must we do?" He replied: 
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"We must stop delaying, stop arguing about the need to find money from for- 
eign sources, from abroad. There are two basic methods for finding money 
abroad -- going into debt and foreign capital. 


"We cannot put pressure on borrowing resources in the short term again. 

On the topic of foreign capital, we continue to produce a lot of empty 
words and to waste time. If we wish to make investments in order to solve 
the unemployment problem, we must first and until the end put pressure on 
domestic savings. In addition, we must bring in foreign capital quickly 
and in sufficient quantity. We must also work to find a means to borrow 

a little abroad. There is no other method. We have been unable to use 
the capital market well in making investments with domestic savings. We 
are unable to direct our banking system's accumulated resources toward new 
investments sufficiently for reasons such as profit risk and the high cost 
of money. In that case, we, as a state, as the private sector, must roll 
up our sleeves again instead of wasting time with empty talk." 


Sabanci added "Roll up our sleeves" to the saying we frequently hear, 
"Tighten our belts," when dealing with the difficulties of the unemployment 
problem. 


Sabanci continued, "It is imperative that we begin to make new investments 
as soon as possible within a new industrialization strategy in order to be 
able to engage in healthy production, to put ourselves on world markets, to 
increase existing industrial integration, and to reduce foreign dependency. 
It must not be forgotten that investments cannot begin just by saying, 
'Let's begin investments.' We must not delay any longer in getting rid of 
negative conditions that prevent our making investments and in directing 
resources toward investment." 


It Will Be a Pity 


The voice on the other end of the phone wavered. It seemed as if there 
was something Sabanci did not wish to say. Willingly or unwillingly, he 
went on, "If we cannot be as dynamic as necessary in today's environment, 
it will be such a pity for our country." 


New Strategy 


Il ended our conversation with a final question, "What do you mean by the 
new industrial strategy you mentioned?" 


He answered, "I mean an industrial strategy that gives priority to indus- 
tries based on agriculture in addition to producing intermediary goods, 
basic goods, and investment goods == an industrial strategy that takes as a 
premise agricultural products." 


Our conversation came to an end. The head of the holding compan; had some 
difficulty solving the riddle, "Automation will double existing unemployment. 
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The labor-intensive design cannot continue under world conditions. There 
is no opportunity to do what is necessary with our own resources. The pop- 
ulation is gradually increasing. We cannot just say, 'Let's empty out the 
KIT.'" His voice became quieter, "Each day, 3,000 new mouths are added to 
our table. They want food. They want jobs." The phone call was over. 


The telereport had ended. 
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ECONOMIC TURKEY 


KETENCI CALLS FOR MAINTAINANCE OF WORKER RIGHTS 
Istanbul CUMHURIYET in Turkish 25 Feb 82 p 6 
[Article by Sukran Ketenci | 


[Text ] In addition to amendments to the union and collective bargaining 
law, which went as far as the council agenda several months ago and which 
is expected to be enacted at any minute, statutes dealing with job secur- 
ity in the labor law were placed on the agenda. It is reported that the 
final work for the former is being conducted by commissions at the council 
level and for the latter, at the Ministry of Labor level. 


During a transitional period, it is natural to deal with laws to improve 

emp loyee-employer relations and to look for answers to problems that have 
arisen in practice. However, the impression that solutions are being sought 
to problems by starting out with reactions creates worries, like it or not. 


Certainly, when the redesign of employer-employee relations becomes a topic 
of discussion, implementation of the l/-year-old independent union system 
is not something that will be thrown aside. Advantage will be taken of 
experiments that have been tried. Solutions will be sought for problems 

in implementation. What was experienced in practice? Was it, for example, 
the excessive proliferation of unions? Was it the excessive number of 
strikes, which had a negative effect on the economy? Was it the strong in- 
fluence of unions! political reactions? In areas where the true reason for 
this can be sought and measures in this direction can be taken, measures 

to restrict rights must not be considered. The result of limiting rights 
would be the wounding of democracy and the independent union system, and 
this must not be done. 


The responsibility of those burdened with the job of drafting laws cannot 
be stated in a few sentences, but includes a study of the most healthy as- 
pects of application of the l7-year-old system, They are responsible for 
drawing attention to the most important truth of application of the 17- 
year-old system. From 1963-1980, application of the independent union sys- 
tem took place in Turkey under Laws No 274 and 275. But, in fact, problems 
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arose, not because union rights and freedoms acknowledged by the constitu- 
tion were able to be used in their true sense, but because they could not 
be used. 


Let us attempt to demonstrate with the most concise data and with haste 

that we are not exaggerating this basic problem. Those who work in the 
agricultural and services sectors of Turkey still are unable to benefit 

from union rights. In other terms, only 2 million in the industrial sector 
of the approximately 12.5 million employed benefit from union rights. Those 
able to benefit from continuous union rights over the 17 years of applica- 
tion total less than a million. The number of those benefiting in the in- 
terim has not exceeded 1.5 million. 


The right to become a member by one's own free will of a union and the right 
to select the union one wishes, which are constitutional rights, have be- 
come the basic problems of implementation and even the basic causes for 
worker demonstrations and incidents, which have beca severely decried. 
Workers who have attempted to use their right to be a union member and their 
freedom to select a union have, most frequently, had accidents befall them 
or have lost their jobs. Neither laws that were in force, executive en- 
forcement of the laws, nor judicial applications have been able to ensure 
workers the free use of their constitutional rights. 


Coming to the failure to apply rights ensured by collective-bargaining 
agreements, the right to strike (which, in the new law, is considered a 
luxury and may be omitted) has become almost unusable due to obstacles im- 
posed in legal procedures. An employee who did not wish to work because 
he was unable to collect his wages was charged with striking illegally. 
Despite the "prohibition against forced labor," no employer has been tried 
for not paying a worker. 


Procedural restrictions among the legal modifications on the use of the 
right to strike deal with the general strike, the banning of solidarity 
strikes, and, above all, the "lockout," which is not included in the con- 
stitution. It is not possible to compare the right to strike applied in 
Turkey for 17 years with that of western democracies or to speak of it be- 
ing a right in the true sense of the word. And, new restrictions are being 
considered on top of the old ones. 


In no democratic country other than Turkey does the employer have the right 
to oust a single worker or a group of workers when he wishes and for no 
good reason. It is “imperative” that the reasons for ejecting one or more 
workers be justified and supported by evidence. 


In short, the basic problem of 17 years of application is not the irrespon- 
sible use of union rights and freedoms, but, to the contrary, the inability 
to use these. Labor peace can only be expected if measures ensure the use 

of rights. 
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ECONOMIC TURKEY 


'MONEYLENDER' CRISIS STRIKES BROAD SPECTRUM 
London 8 DAYS in English No 10, 13 Mar 82 pp 40-41 
[Article by Metin Munir] 


[Text] Cemal Mulazimoglu had always wanted to go into real estate. Last 
year, at the age of 45, he retired from the teaching profession and used his 
Turkish lire 500,000 ($3,700) severance pay to open a real estate office in 
Ankara. 


He could not have chosen a worse time. The real estate business in Turkey 
was going through one of its most difficult patches as a result of the gov- 
ernment's tight money policies. He was to discover this in his first three 
months in business, when not one customer knocked on his door. Mulazimoglu's 
money started running out. He could have sold out at a loss, but he feared 
for his family's livelihood. 





So, as Mulazimoglu reminisces from jail, he decided to change his line of 
business. He became a 'banker' and placed a ‘ertisements in newspapers of- 
fering 96 per cent net interest on yearly deposits, 46 per cent higher than 
conventional banks. Soon, his business was booming. In four months, he col- 
lected Turkish lire 100m ($740,000). He moved into a plush office, bought two 
flats and colour television sets (in spite of the fact that Turkish television 
broadcasts only in black and white). 


'Then one day, the dam burst,' says Mulazimoglu. Last month, he was mobbed by 
his customers, who demanded their money back, and arrested. 


'RBanker' in Turkish is a euphemism for moneylender, an activity which really 
took off after July 1980, when the government gave banks freedom to determine 
deposit interest rates. The move, which was a part of the econcmic austerity 
programme, was intended to attract consumer funds away from the marketplace 
and control an increasing inflation rate, running at 100 per cent. 


It succeeded--perhaps too well. In less than one year, banks raised rates 
available on saving deposits from 12 to 50 per cent annually. The cost of 
short-term commercial loans shot up from 25 to 65 per cent. The inflation- 
fuelled national shopping spree halted, to be replaced by an unprecedented 
decline in consumer demand. 
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Money, which had traditionally been the cheapest and most abundant factor in 
production, almost overnight became the scarcest and most expensive. The out- 
come was a monetary earthquake, which is probably the severest blow yet to the 
l6-month-old military regime. It is still rocking the Turkish economy and is 
likely to engulf many businesses, big and small, before it stops. 


'We found ourselves out in the open in winter wearing summer clothes,' says 
Rahmi Koc, a leading Turkish industrialist, describing the economic 
sensation. 


Many others found themselves in the same situation with no clothes on at all 
and it was apparently their screams which brought the moneylenders short-lived 
success. The scream was for money at any price and came from businesses so 
close to financial collapse that no bank or broker would lend them money. 


Suddenly last summer, Turkish newspapers were filled with page-long ‘banker’ 
advertisements offering up to 144 per cent annual interest payable in monthly 
instalments. Moneylenders' offices mushroomed in business districts of large 
cities like Ankara, Istanbul and Izmir. Their founders included a shapely 
fashion model (now in prison), a group of gangstexs, a high school student, 
and a former waiter at a hamburger bar. 


People started selling their dowries, gold, furniture and flats, and queued 
outside moneylenders' offices to deposit their funds in exchange for what 
later turned out to be worthless pieces of paper. Some even borrowed from 
the conventional banks to invest with the moneylenders. 


It was a gold rush fuelled by greed, gullibility, or the gambling instinct. 
But probably the most common motive was desperation. Many in the crowds out- 
side the moneylenders' offices were middleclass civil servants, retired peo- 
ple and army officers who were crushed between low salaries and the high cost 
of living. 


Dusk fell on the market last September when the government, probably afraid of 
the proportions the market had attained, decided to introduce legislation to 
control the moneylenders. 


Crowds again developed outside moneylenders' offices, this time to demand 
their money back. But very few 'bankers' were in. Once the money stopped 
pouring in, there was no way they could service their debts. Two brokers 
committed suicide. One in Izmir was nearly lynched by his depositors. Angry 
crowds set fire to one moneylender's office in Ankara. Many disappeared or, 
like Mulazimoglu, who calculates that he will be sentenced to 600 years in 
jail (four months for each of his 1,800 cheques which bounced), were arrested. 
Others declared bankruptcy. 


From the screams of agony, one could deduce that half of the staff of the 
central bank, the ministry of finance and many Turkish diplomats had invested 
in the ‘bankers’. 


Even now that the market has virtually completely collapsed, nobody, including 
the ministry of finance, knows the extent of the damage. Nobody knows how 
many moneylenders there were, how much money they collected or where this 
money went. The estimates vary between the equivalent of $40m and $180m. 
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POLITICAL GREECE 


SATISFACTION EXPRESSED OVER END OF '7:10' ARMS ALLOCATION 


Athens ELEVTHEROTYPIA in Greek 8 Mar 82 p 4 


[Text] Well, the famous military assistance "ratio 7:10" with which the former gov- 
ernments would for years hoodwink public opinion, if not they themselves as well, 

is now dead. Dead "de jure" in view of the fact that the official representatives 
of the Atlantic Community, from which in the final analysis, the ratio depends, have 
clearly stated that they do not recognize it. Dead "de facto" in view of the fact 
that this year's military "aid" (Washington's assistance for its interests, that is, 
for itself) has already been assessed at a ratio of six to ten--six to Greece, ten 

to Turkey. 


Thus, strange as it may seem at first sight, Greece finds herself now in the pleasant 
position of knowing where the course leads in the armament area as well as having a 
clear view of its relations with its allies, the small ones, but mainly the large 
ones. Until yesterday, this "seven to ten'' ratio was a phantom proportion because 
even when all responsible government officials of the United States were stating that 
they did not recognize it, all the officialsofthe former governments were declaring 
that they [US] insisted on it, as if someone giving something could not give it to 
whomever he wishesd or in what manner he wished. This was a murky political situation, 
with a heavy past, an uncertain present, and a dark future. Now things are crystal 
clear. We know that our trans-Atlantic allies wish both for and allot to Turkey 
more weapons than to us. It is their right. They have offered this kind of "aid" 

to quite a few areas on the planet, with strings they themselves attached without 
being able to reverse the course of history. We then have the right, based on the 
above experience, to be glad rather than to worry about this partiality on the part 
of Washington towards our menacing neighbor, because when the neighbor becomes more 
powerful we also have the means of becoming more powerful, especially thanks to our 
becoming independent from the all-powerful United States. 


This all-powerful United States is the source of all the sufferings of our country. 
[It is from there that the oppression of Greece began after the transfer of British 
influence in 1946. It is from there that the various ambassadors and chiefs of 
missions, who in essence did not much differ from the Gauleiters of Nazi Germany, 

set out. It is from there that there came the spies who guided criminal operations 
in neighboring countries (mainly Arab, but not necessarily so), thus exposing Greece 
as a state of dark powers and organized infamies on a world-wide scale. It is from 
there that there set out the detestable criminals of the Juntawho, under the guidance 
of the late ambassador Henry Tasca, subjected the Greek people to hated fascist 
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dictatorship which ended with the national treason of Cyprus, and finally it is 

from there that the touted bridge of the transition from the dictatorship to a de- 
mocracy, controlled by the responsible "desk" at the State Department, was conceived 
after our ally, Turkey had also gulped down with the consent of the United States, 
40 percent of Cyprus after wreaking havoc there. 


The previous Greek governments, despite the fact that they knew all of this fully 
well, neither could nor actually would rid themselves of the oppressive, anti-Greek 
guardianship of the most powerful of our allies. How could they bite the hand that 
had fed them, favored them, promoted them or actually directly appointed them from 
Washington? After all, why should they bite that hand if this mutually-supportive 
System worked for them to the satisfaction of all the powers? 


There was a fly in the ointment, a contradiction, a black spot. The most powerful 
ally showed, almost visibly its preference for the Turkish protege' who had expan- 
sionist tendencies and aggressive views at the expense of the Greek protege’. 

How was this unfortunate preference to be overcome so that the "two-horse system" as 
the Late Tasca used to refer to Greece and Turkey with himself in the "driver's" 
seat, would function faultessly? 


Thus, the story of the 7:10 ratio, one of the greatest political deceptions perpe- 
trated in this country was invented, not only because it is impossible to verify 
the accuracy of this rapport (for example: if up-to-date armaments are delivered at 
the rate of seven and obsolete arms at the rate of ten, who is going to derive the 
most benefit?), but because there were various and sundry means to circumvent, if 
not totally reverse, the relation. The best of these ways was always the possibility 
to obtain military equipment from other NATO-member countries, with whom Washington 
was, of course, in constant and direct contact, influencing their actions according 
to its own interests. If, then, for instance, Turkey were to honestly obtain its 
"assigned" allotment of ten, could it (as often happened) purchase arms from West 
Germany or France or from Holland and so on, and raise this proportion from 10 to 15 
as long as Greece did not also follow the same method? 


As far as finding the money to pay for them, it would simply obtain (as had pre- 
viously occurred) a loan from the International Bank whose life-blood is American 
capital. If this is not a fraud perpetrated by Washington against Greece and a 

fraud of the Greek governments against the people themselves, then I do not know 

what else this famous 7:10 ratio is. It was regarded as their "pride and joy" by the 
previous Greek governments and now by the Reagan/Haig combination, possible candidates 
for the Nobel prize for diplomacy, which has decided to abolish it "de jure.” 


[It is a question then of a welcome action, and let Mr. Averoff not be upset by this 
characterization, which in the long run will be beneficial and will strengthen Greece, 
but only if accompanied by the proper and accurate motions. 


The most accurate and proper motion is that which has already been taken: the program 
of creating an armament industry in Greece with the contribution of foreign capital. 
Thus, our country will gradually free itself from the armament coercion by Washington 
without also losing the advantages of the advanced American technology. To the 
"Cassandras" who may remark, "Why should the Americans give us arms when we do not 
accede to their wishes?" one could reply that only yesterday the news from Washington 
was that several American armament firms are competing against each other in making 
the best offers to the Greek government, which is doing anything but cater to "their 
wishes." 
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At this point however, it should be emphasized that the basic support for a future 
arming of the country must come from countries other than the United States such 

as France, West Germany, Britain, Holland, atc. which are not bound to demand our 
political subservience in exchange for the sale of armaments. To that effect, the 
cooperation with France has special significance not only for its developed techno- 
logy, but for its governmental policy which, to a great degree, runs parallel to ours. 


[n any event, and independently of the fact that there are margins for many more 
correct and accurate motions in this field, we should celebrate the death of the 
"7:10" ratio which not only does not "upset the balance of forces in the Aegean," 

as the leaders of the New Democracy maintained, but on the contrary, through other 
means leads to the creation of a militarily very powerful Greece because in the end, 
even if the Americans decided to curtail the "aid" totally, the 17 billion drachmas 
(380 million dollars) in a budget of 600 billion drachmas are an "insignificant" 
appropriation--as Mr. Luns, who likes the epithet "insignificant" would say. 


From this point of view then, and with this conviction and optimism, let us now 
move towards the new defensive protection of a homeland truly independent, without 
oppression, without coercion. The nightmare of the 7:10 ratio is off our backs. 
We are free at last. 
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POLITICAL GREECE 


COMMENTS ON VOLATILITY OF RELATIONS WITH TURKEY 
Athens | KATHIMERINI in Greek 7-8 Mar 82 pp 1,3 


[Text] Greek-Turkish relations today are at a stage of "high sensitivity" and 
further tension is not to be excluded, caused by a sudden initiative by Ankara as a 
diversion to the international activity shown by the Greek governement in the matter 
of Cyprus. This is pointed out by reliable diplomatic sources which add that the 
Greek government is, at the moment, awaiting the first concrete Turkish reactions-- 
beyond the customary violations--which will be indicative of the course which Greek- 
Turkish relations will follow in the near future. 


The same sources, in their evaluations, take into consideration: 


a. The fact that there was no official reaction from Ankara except for the denun - 
ciations and threats expressed through the Turkish press; 


b. The tactics of criticism maintained to date by the premier against Turkey, de- 
flecting thus Turkish intrigue; 


c. The preference of Ankara is to increase the tensions according to weather condi- 
tions in the area, that is in the summer, thus affecting tourism in our country at 
the same time; 


d. The Greek postponment of the resumption of the Greek-Turkish dialoue. 


The Greek government has been attempting to maintain this balance for some months, 
even with "some temporary flexibility," in view of the fact that as with the subject 
of the bases and NATO it does not wish to take any kind of initiative before the 
materialization of certain contacts by the premier within the framework of the NATO 
meeting next June in Bonn. 


The official opposition expresses deep concern regarding the Greek-Turkish relations 
and the foreign policy of the government in general. 


Accredited representatives of the opposition point out, in essence, that the motions 
by the premier, deprive foreign policy of its essential elements of reality and 
perhaps create serious handicaps in certain instances because they take into con- 
sideration very seriously the "internal consumption" factor. 
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One more demonstration of Turkish irreconcilability was given day before yesterday 
regarding a problem of Greek-Turkish relations, concerning the continental shelf of 
the Greek islands and the research for the location of petroleum deposits. 


The Turks have accused our country of conducting research beyond our continental 
shelf, outside Thasos, thus reasserting their inflexible stand (which is contrary 
to the dictates of the Law of the Sea) that the islands do not have a continental 
shelf. By these tactics the Turks have again brought forth indirectly the subject 
of common exploitation of the Aegean. 


The same official opposition circles maintain that the détente in Greek-Turkish 
relations during the period of the country's administration by the "New Democracy" 
had been achieved by a moderate posture. They cite as an example the efforts of 
the government then in power to solve the differences with Turkey; the fact that 
although our country has the right to extend its territorial waters from six miles 
to twelve, a fact which would have solved, almost automatically, the matter of the 
continental shelf, it refused to act on it in order to facilitate a constructive 
dialogue. 


Accredited diplomatic sources, referring to the problem of Greek-Turkish relations-~ 
based on the continuing Turkish inflexibility and the maintenance of postures which 
ignore international dictates--have pointed out that: 


a. The problem must be settled through a serious and consistent dialogue based on 
international rules and international practice; 


b. Any provocative action which could disturb the dialogue should be avoided during 
that period; 


c, In the event of a failure in the negotiations, the matter should mutually be 
submitted to the International Court of Justice in The Hague or to international 
arbitration. 


They reach the conclusion that the postponement of the Greek-Turkish dialogue, to 
which the government does not wish to bound itself in any way at the moment at its 
resumption, must be attributed to the intentions of the government to promote the 
restating of the Greek posture in NATO and especially the American question during 
the forthcoming meeting of the premier with president Reagan at the NATO assembly. 


rhat is, the Greek government wishes the resumption of the talks should follow 
certain postures towards Turkey by the alliance in a manner such that the Greek- 
‘turkish talks will achieve, as far as possible, some substantive results. 


Civen, though, the difficulties of the Greek-Turkish talks and certain government 
notions, exponents of the official opposition have stressed that, if the intention 
of the government is that of keeping the"delicate balance" in the relations of the 
two countries for a few months, then certain actions which might provoke Turkish 
irreconcilability and aggressiveness should be avoided. They cite, as a characteristic 
example of inappropriate tactics, the celebrations of the condemnation by the USSR 
"of all foreign military forces in Cyprus" because the Soviet Union had tied the 
immediate withdrawal of the Turkish troops from Cyprus to the dismantling of the 
allied bases existing there, a posture which cannot be considered as Soviet pressure 
on Turkey, especially if we consider that within two days the immediate official 
Pritts’ -+ fon made it rlain that "Britain is not about to abandon her bases © 


Cyprus. 
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POLITICAL GREECE 


DETERIORATION OF PASOK-KKE HONEYMOON FORECAST 
Athens EPIKATRA in Greek No 709, 4 Mar 82 p 19 


[Excerpts] A common observation by the press, made after the recent speech of Mr. 
Khar. Florakis on television, was that the secretary general of the KKE, spent more 
time arguing against the official opposition than criticizing the government towards 
which he appeared to be "a displeased partner of the change."’ A second and--perhaps 
more significant--observation is that Mr. Florakis' major criticism was directed 
against Mr. Papandreou in the area of internal affairs, although one would expect 
the criticism of the KKE to center around foreign affairs and in particular on the 
"reactions" of the PASOK with regard to NATO, the bases, and EEC. To be sure, the 
secretary of the party did not miss the opportunity to repeat the fixed positions 

of his party, but he also spoke of "objective difficulties" emphasizing that "We do 
not ask that everything be accomplished in one day. We have not lost our sense of 
reality." 


On the contrary, the KKE does not appear to be willing to give the PASOK government 
the same grace period on internal affairs. 


The KKE positions are interpreted as a claim of an "equal value and share of the 
distribution of the rights of authority" in view of the fact that Mr. Florakis' 
party believes that "it struggled and offered much for developing the movement for 
change" and that "it contributed to the electoral defeat of the Right." 


According to the same evaluations, the party appears to crave the "lion's share" 
taken by PASOK in the "changes of individulas in key places" by the governmental 
machinery and, specifically, the "single-party" composition of the new leadership in 
the labor organizations. In these areas up to now, the only satisfaction offered to 
the dogmatic Left, is the "weeding out" on equal terms, of the ND adherents, the 

KKE (interior) cadres, and those of the revisionist Left. 


In the belief that the popular dissatisfaction with the government will follow the 
deteriorating economic crisis and that the disillusionment will be proportional to 
the expectations raised by PASOK prior to the elections, Mr. Florakis does not appear 
willing to extend the same grace period to Mr. Papandreou, nor does he show a cor- 
responding understanding of foreign affairs. 


The hardening of the position of the KKE in the areas of internal affairs is dictated 
also by the struggle for mutual neutralization by the two parties in the labor 
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movement. This is a competition stemming from the equivalent efforts of the PASOK 
and the KKE to spread their influence within the greatest possible number of uniors 
and shops because it is from these nuclei that the pressure on the government to 
implement the promised economic concessions and social reforms will be exerted in 
the near future. 


Thus, the only certainty on PASOK's relations with the KKE is that, while the 
Communist Party is looking forward to cash in on every advantage engendered by the 
"change," it is not disposed in any way to shoulder the responsibility for damages 

as well. The duration of this peculiar "partnership" depends exclusively upon the 
"results of the use" of the governmental authority. From the moment that the results 
are plainly damaging, all indications point to the forecast that the partner of the 
Left will be the first one to declare the "partnership" bankrupt. 
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POLITICAL GREECE 


KKE MEMBER ELECTED SALONICA MAYOR 
Biographic Data 
Athens TO VIMA in Greek 13 Feb 82 p 8 


[Excerpt] Salonica, 12 Feb--A new mayor of Salonica was elected this evening, 
on the third balloting. His name is Thanasis Giannousis, and up to now he has 
been chairman of the Municipal Council. The new mayor, a member of the KKE, 
made the following statement immediately after his election: 


"TI feel above all the weight of the duties which are being assigned to me with 
my election to the office of mayor, and I am aware of my obligations vis-a-vis 
the people of Salonica. By way of TO VIMA I send my regards to the people of 
this city and I make the promise that we will strive with all our power to answer 
to their expectations, as well as to the more general aspirations of the 
government of Change. 


"We will take pains to achieve a substantial change in all sectors in our country, 
so that our times will differ substantively from the past. The sole aspiration 
of the forces of progress is to improve the standard of living of the people and 
to solve their more serious problems. We are sending from Salonica a message 

of substantive change and of struggle, and we are calling for the mobilization 

of all the democratic forces to this end." 


The new mayor of Salonica was born in 1918 in Perivolion near Grevena. He 

settled in Salonica and studied at the School of Law of Aristoteleion University. 
During the occupation he was president of the Students’ Association of Salonica 
Aristoteleion University and fought within the ranks of EPON [National Panhellenic 
Youth Organization]. Because of his activity he was sentenced to death in 
absentia by the occupation forces. Then he fled into the mountains and fought 
against the conquerors from within the ranks of ELAS [National People's Liberation 
Army]. After the liberation he was exiled to Makronisos. Then he became active 
within the EDA and engaged in strong anti-dictatorial activity in the period of 
the junta. 


The election of the new mayor took place after a process of three successive 
ballotings in the filled meeting hall of the Municipal Council. The balloting 
was repeated after neither Th. Giannousis nor the other candidate, Roza Vamvali, 
was able to amass the requisite majority of 11 votes. 
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Before the ballotings began it was stressed by Mr Moskof, who was discharging the 
duties of mayor in the interim, that whatever the verdict of this body was, the 
Municipal Council and the new mayor should work together with consistency, 
imagination, and boldness to put into effect the principles of "democratic 
Salonica." After that the municipal group of 10 KKE council members proposed 

K. Moskof as a candidate for the position of mayor, but he declined the nomination, 
making the counter-proposal of the chairman of the Municipal Council, Thanasis 
Giannousis. 


Giannousis Statements 
Athens ELEVTHEROTYPIA in Greek 14 Feb 82 p 6 
[Interview with Salonica mayor A. Giannousis by D. Kaisis] 


[Excerpts] Salonica--"Our own forces are not enough; rather, all the democratic 
forces need to work together if there is to be an effective response to Salonica's 
many and serious problems. For this reason, my principal aim as mayor will be 

to safeguard Salonica's unity at all levels. I am not the mayor of one faction 
only, but the mayor of all the people of Salonica." 


With this pro-unity statement, the new mayor of Salonica, Athanasios Giannousis, 
began his interview with the Sunday ELEVTHEROTYPIA. 


His Objectives 


And he continues: "I believe that Salonica, as a goods-transit, intellectual, and 
financial center, occupies a key position not only in northern Greece, but at 

the level of Greece as a whole as well. We must impart to the people of this 

city the requisite confidence and zeal to enable us to struggle all together 

to create a better, prosperous, and happy Salonica. 


"We ourselves will proceed now to get all the people moving and also set in motion 
the mechanism of local government. At the same time we will be seeking from the 
national government more aid and support, and we are confident in advance that 

it will give this to us." 


Mobilization 


Juestion: In what ways do you see this broader interassociation between the 
municipality and the people being brought about? 


Answer: We will mobilize all the people of this city, via their public agencies. 


Question: It is said that the budget of the municipality shows a surplus of about 
500 million drachmas for this year. How do you intend to use this money, and 
on the basis of what priorities? 


Answer: Salonica is facing tremendous problems at present. First of all our jop 
will be to work out an accelerated program for executing projects, above all those 
which are of the most urgent nature. Afterwards we should proceed to a long-range 
program for the comprehensive studying of and advancing solutions to all of 
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Salonica's problems. I repeat once again that nothing will happen if we, the 
municipality and the people of this city, do not struggle all together, side by 
side. 


Question: How do you intend to handle the issue of deputy mayors--an issue which 
has been in abeyance for a number of months now? 


Answer: I am determined not only to expedite this matter immediately, but also 
to give to the three or perhaps four deputy mayors broad responsibilities which 
will include even the authority to sign proposals to the Municipal Council and 
to supervise the work of the municipality. In fact, their responsibilities will 
extend even as far as fully standing in for me. I want everyone to understand 
that I will forsake all else to dedicate myself to the cause of the people of 
Salonica, to make a contribution to the whole. I want the help and cooperation 
of everybody, because if we fail it will be a failure on the part of all of us, 
even of the government of Change. 
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POLITICAL GREECE 


RESTRUCTURING OF GOVERNMENT SEEN BY EASTER 
Athens TO VIMA in Greek 14 Feb 82 pp l, 6 
[Article by Mikhalis Dimitriou] 


[Excerpt] It is expected that roughly by the time of Easter, and perhaps before 
the completion of 6 months of governing the country by PASOK, the new law 
"concerning the Council of Ministers" for the purpose of effecting a streamlined 
restructuring of the government will have been voted on by the Chamber of Deputies. 


Yesterday's reports by reliable government sources state that Premier A. G. 
Papandreou and his staff officers have reached definite conclusions as to a new 
institutional framework for the entire functioning of the government apparatus, 
with this framework including: 


Changes in seven ministries, with the transferring of jurisdictions and a 
redefining of their functions, 


The conversion of the Ministry of Coordination into a Ministry of National Economy, 
The formation of two new ministries and three interministerial staffs. 
Specifically: 


Final form has been given to the plans for the "abolition" of the Ministry of 
Coordination, along with the parallel creation of the Ministry of National Economy, 
to which will be entrusted the work of economic planning, public and private 
investments, and supervision over the so-called "economic ministries" (of 

commerce, industry, agriculture, and so forth). 


At the same time, the Ministry of Finance will be reshaped, with the decentraliza- 
tion of many of its executive and control responsibilities and the strengthening 
of its role as a staff helping to guide the country's economic life. 


At the same time the role of the Ministry of Finance will be redefined, with the 
chief elements being the decentralization endeavors as well as the strengthening 
of its staff character along with its taking on new jurisdictions. Also definite 
now is the plan on "partitioning" the Ministry of Social Services into ministries 
of health and of social policy and welfare, most likely without any deputy 
ministers. 
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Coming under the Ministry of Health will be the entire hospital system, and under 
the Ministry of Social Policy and Welfare will be the insurance funds and 
institutions of every type. 


According to the same reports, the premier agrees with the view that a new ministry 
needs to be created for foreign trade, but this plan is tied in with the assessment 
of the role of the ministries of commerce and industry. Following the decentraliza- 
tion processes, both «2 these are destined to become subministries of the Ministry 
of National Economy. 


Finally, let us note that according to prevailing considerations, no modification 
is to be allowed in the structure of executive authority in the Ministry of 
National Defense. 


It is very likely that the deputy ministers will change their titles so that they 
do not seem to be "subordinates" of ministers who have the same title. Thus, 

for example, there will not be a minister and deputy ministers to the premier, 
but rather the deputy ministers will be characterized by their areas of jurisdic- 
tion (athletics, press and information, communications, forests, and so forth). 
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POLITICAL GREECE 


NEW POLITICAL FORMATIONS SEEN 
Athens EPIKAIRA in Greek No 707, 18-24 Feb 82 p 24 


[Excerpt] "Today, 4 months after the elections, there are perhaps tens of 
thousands of voters who regret having voted for PASOK. But it is uncertain 
whether there is even one of these who can have regretted it because he did not 
vote for the New Democracy Party." 


This finding, which is accepted more or less by all the political camps, summarizes 
the political problem which is emerging following the elections. And springing 
from this same finding are all the searches for new political configurations 

which will be able to accommodate discontented followers or ideologically 
unaffiliated voters. 


According to all the evidence so far, no specific form has been taken yet by 

the speculations about conjectured developments and prospects for our political 
affairs. Thus it is believed that references to personalities or configurations 
on the part of the press are aimed more at the investigation of intentions or 
tendencies, and are based less on particulars learned from reportage work. And 
this is perceived as additional evidence that the problem is not a contrived 
situation. That is, it does not come "from on high," but echoes real changes in 
the electorate--changes which for various reasons have not been manifested nor 
expressed politically by the way our political life has taken shape following 
the dictatorship. 


On the other hand, the "hurried" featuring of corresponding processes is linked 

to the assessment by the parliamentary opposition as to the "headlong deterioration" 
of PASOK. But this assessment does not seem to be utterly rejected by extra-party 
figures who are on friendly terms with the government. 
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POLITICAL GREECE 


GOVERNMENT POLICY VIS-A-VIS RIGHT JUDGED ERRONEOUS 
Athens RIZOSPASTIS in Greek 1, Mar 82 p 1 


[Text/ The Right and its press have started and are increasing a coordinated 
dirty attack against the democratic change the country needs. It is not simply 
an exercise in opposition. It is a war of debilitation against not only the 
government but, first of all, against the change the Greek people desires. 


Against such an attack the government follows the wrong course both in its policy 
and in coping with the Right. The working people expected things to be different 
from what they are seeing. They were given various promises but different things 
are being done. The goverrment is now postponing its anti-monopolistic promises 
for some indefinite and "rosy" future. The way out of the present crisis--the 
"narrow path" as the premier usually calls it--is again assigned to the "private 
initiative" which created it in the first place... 


The Right has of course followed the policy of "the scorched earth" and now "the 
treasuries are empty." The people did not expect the treasuries to be filled 
overnight. The pockets of plutocrats, however, are bulging. The profits of the 
monopolies all these years have been tremendous and their privileges many. The 
government does not bother them and while it grants even new privileges to the 
oligarchy in the form of "incentives," it adds new burdens to the people. Neither 
coffee nor beer nor cheese or so many other staples which are becoming more and 
more expensive through the increase of indirect taxes are luxury itens. 


It mst be said plainly: The government's policy creates deep dissatisfaction and 
concern among the people. The Hight is about to exploit the popular masses with 
its demagogy. It aims at destroying the very idea of change as "chimera" and 
"utopia." It is trying to overcome its reactionary attack through the popular 
mobilizations; to create a wave of disappointment within a reactionary front in 
order to achieve a "revanche." 


The government, submitting to the pressures of the oligarchy, had the illusion 
that it could calm both the Right and the reaction and that it could thus broaden 
its influence. Averof /ND leader/ does not cease, despite the goverrment's 
concessions to accuse it of a "regime change." The accusations about a "one-party 
state" are spreading unchecked and these accusations are reinforced by a most 
serious and dangerous untrustworthiness. 
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The government is trapped in the wrong direction. Being timid and undecided, it is 
continually apologizing to the Right or reconciling with the oligarchy. It refuses 
to understand the real message of the masses. 


In the factories and within the peasantry movements take place which unite the 
people. The simple working people, regardless of what and why they voted in the 
elections, know their objective. 8 is proved by the resolution of the General 
Confederation of Agrarian Associations and the agrarian mobilizations against EEC 
as well as the tens of daily labor strikes and demonstrations. 


Many would like to see the people be spectators of a hard dispute between the 
government and the opposition. But reality contradicts them. The KKE positions 
for an anti-monopoly policy are appealing to the broadest popular strata. People 
are not afraid of radical changes. They fear a denial of their hopes. The 
government mist soon leave the slippery road it follows. It should depend on the 
people and should tell them the truth. It should follow the anti-monopolistic 
road to a programmed development for the benefit of the working people. Only 
then will it have the "coalescence" of the people and of the forces of change. 
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POLITICAL GREECE 


USSR AMBASSADOR'S STATEMENT 
Athens ELEVTHEROTYPIA in Greek 3 Mar 82 p l 


[Text] "The relations of the Soviet Union with the new Greek government have 

become closer," Soviet ambassador, Mr. Kamboskin declared to the minister of Northern 
Greece, Mr. Vas. Intzes, according to a communique’ of the Ministry of Northern 
Greece. 


According to the communique’, Mr. Kamboskin paid a courtesy call on Mr. Intzes 
during which they held conversations on the relations between the two countries. 


Mr. Intzes pointed out to the Soviet ambassador that the premier, Mr. Papandreou, 

in all his meetings with foreign leaders, emphasizes the support of his government 
for every initiative for peace in the Mediterranean, the Balkans, Europe, and the 

entire world. 


For his part, Mr. Kamboskin referrred to the quantities of citrus fruit his country 
had imported from Greece and added that the Soviet Union is interested in increasing 
the purchases of Greek tobacco. The Soviet ambassador came to Salonica to accompany 
his countryman, cardiac surgeon, Dr. Nikolai Malinoski. 
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POLITICAL GREECE 


BILL AIMS AT REORGANIZATION OF MINISTRIES 
Athens ELEVTHEROTYPIA in Greek 15 May 82 pp 1, 15 


[Excerpt/ The new law on public administration is decentralizing and anti-bureau- 
cratic according to the circular Minister to the Premier Koutsogiorgas sent to all 
ministries with instructions for implementing the law. The circular shows that: 


1. The new law on the Ministerial Council is ready. It provides for the establish- 
ment of new ministries and the merging of old ones. 


2. The responsibilities of ministers, deputy ministers, secretaries general, direc- 
tors and special advisers in each ministry or of administrations of decentralized 
services in each ministry are made clear. 


3. The role and responsibilities of the special advisers, advisory bodies and 
professional collaborators is institutionalized. 


4. The functioning of mixed coordinating staffs in each ministry is established. 
Such staffs will consist of the minister or deputy minister, the secretary general, 
the special advisers, the appropriate division directors and the professional 
collaborators. Also established is the holding of conferences in each activity 
sector in every ministry. 


5. The signatures and counter-signatures as well as the stamped counter-signatures 
in each document are limited to no more than three. 


6, For the first time the possibility for decisive responsibility is granted to 
the section chiefs without the intervention of directors. 


Referring to this last innovation Koutsogiorgos pointed out in his circular: "In 
other words, the section chief can have his own responsibilities which he can 
exercise without interference from the director whom he must always update in any 
appropriate way (internal distribution of personal means, for example), This 
operational arrangement has the advantage that the director is limited to carrying 
out the directorate's most serious and most important responsibilities while, at 
the same time, it provides the opportunity to the lower echelons to develop 
initiatives and activities." 
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POLITICAL GREECE 


FRAUD, INTERFERENCE ALLEGED IN STUDENT ELECTIONS 
Athens ELEVIHEROS KOSMOS in Greek 16 Mar 82 p 1 


[fext7 The student societies will hold their elections tomorrow while no measures 
have been taken by the government or the university authorities to prevent force 

or fraud, Again, the regular students will not be permitted to vote unless they 
are approved as /good standing/ members by the administrations of the societies 

of the organized minority--and, naturally, no judicial representative will be 
present at each /university/ school and at each ballot box. The situation existing 
in the digh Educational Institutions /AEI/ under PASOK is the same and worse than 
that under ND. The universities have been changed into small "people's democracies" 
where students and professors are harassed and humiliated--with beatings, fraudu- 
lent substitutions, extortion of grades under threats, vulgar letters and defana- 
tion... 


The New Democracy Youth /ONNED7 has decided, now that the party K. Karamanlis has 
founded is not in power, to reveal everything. It charges ina complaint that tie 
KKE and PASOK Marxists have launched "a Stalinist type of terrorism" in view of 
tomorrow's elections. ONNED also refers to “imitators of the National Panhellenic 
Youth Organization /EPON/ and the Units for the Protection of the Pecple's 
Struggles /OPLA/..." which aim at "raping free thougnt and tramping on academic 
freedoms." On the other hand, the PASOK student organization--ONNED adds-~"stirs 
up the implementation of the law of the jungle with the assistance of the Aris 
Veloukhiotis descendents..." 


Of course we would not have found ourselves in such a repulsive and deplorable 
situation if the "Karamanlis policy" had not surrendered the universities to the 
minorities of "students" and professors; if he had eradicated terrorism which hides 
behind the demagogic slogan of "shelter"; if he had regulated the functioning of 
the student societies by automatically considering as their members all regularly 
matriculated students; and if the state was interested in the functioning of 
democracy in the university student elections with the same democratic guarantees 
given the street cleaners and the skinners of the slaughterhouses... Now that the 
CNNED members are protesting through revealing statements to the press, it is 
rather late to cope with the situation. It is necessary that action be taken to 
liberate the universities and return them to the democratic society. ONNED's 
members have the right to demand that their party refer the matter to the president 
of the republic, to the Chamber of Deputies with an interpellation, but also to the 
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justice which the "smarties of the shelter" have taken care to keep away from the 
places of their unconstitutional and illegal actions. And if things are really 
as ONNED charges--Stalinist terrorism, OPLA, etc.--then it would be inconceivable 
that the many and decent students participate in the elections which would result 
in the political and moral le sation of a "democratic" farce. At this moment, 
abstention /from the elections/ is the answer to the force and fraud... Because, 
unfortunately, no other solution is possible to the problem ND created and PASOK 
responsibly continues. 
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POLITICAL GREECE 


KKE-INT DROPS 'LENINISM' TERM, WIDENS SPiCTRUM 
Athens TO VIMA in Greek 16 Mar 82 p 7 


[Text/ Two of the major constitutional changes the KKE-Int. Central Committee 
recommended sliminating from the party ideological arsenal are "Marxism-Leninisx" 
and "proletarian internationalism." Those changes will be debated at the 3rd (11th) 
KKE-Int. Congress to be held on 15 May with the participation of 450 delegates. 
According to the Central Committee's recommendation it is proposed that: 


a. The constitution should state that KKE-Int. is struggling for a socialist 
vision radically different from the model of the existing socialism. 


b. It should be made clear that the "revolutionary change" is achieved through 
the democratic way to socialism by realizing profound structural changes. 


c. The term "Marxism-Leninism" which is believed to constitute "an arbitrary 
Stalinist theoretical concoction and is loaded with profound distortions of 
Marxism and Lenin's ideas" should be replaced by the term "Marxism which includes 
all socialism developments from Marx and Engels to our day." 


d. The term "proleterian internationalism" should be replaced as historically 
obsolete since it does not respond to the breadth of the social forces which are 
struggling to abolish capitalism but for socialism with the working class as 

its real strength. 


It is also proposed to eliminate the term "proletarian internationalism from the 
KKE-Int. party identity because it is full of distortions which have altered the 
original Marxist meaning and because the "dogmatists" are insinuating that the 
world worker movement is subjugated to the USSR and the model of "extent socialism." 


Also a series of other formalities which refer to internationalism, to the coopera- 
tion only between commnist parties, etc., proposes the formulation of a broader 
ideological-political framework which will include the socialist parties and the 
progressive and social forces. 


Finally, among the other formations for the democratic character of the party and 
the increase in the party awareness of its members, of particular interest is the 
replacement of the familiar term "democratic centralization in the party" with the 
new constitutional principle that "the intra-party democracy and unity in action is 
the fundamental principle of organisation, operation and relations within our party." 
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POLITICAL GREECE 


MOSCOW'S ALLEGED 'OVERTURE' ANALYZED, DISMISSED 
Athens AKROPOLIS in Greek 13 Mar 82 p 7 


ffext7 Our foreign policy has been changed into a spectacle which needs "effects." 
Thus, after fraying our "differences" with EEC and NATO; after completing the 
embraces with Arafat; after we bared our teeth to the U.S. and saved Fl Salvador 
(we have not learned yet what exactly goes on in Poland); after we released, fired 
or forced Fotilas to resign; and after Margaret's “tour" to the den of our 
"imperialist"...friends, the government has discovered the "opening to Moscow." 

It is assumed that suddenly and abruptly Moscow lias become passionately phil- 
hellenic. That now, in 1982, /Moscow/ has learned that there was a Turkish 
invasion of Cyprus, that, at last, it has discovered our rights in the Aegean 

and that it is throwing its weight to our side. We wished it were so. But is it? 
Let us see. 


A. The Svents 


Those who speak about Moscow's turn in favor of the Greek views, on what do they 
rely? 


1. To some comments of the Soviet press which were relayed by Tass. They 
criticized the excessively close ties between the United States and Turkey and 
the overcoming of the first. 


2. To the statement of a minor employee of the Soviet Embassy in Nicosia who 
condemned “every foreign intervention in Cyprus and sided with the removal of 
foreign troops from there." 


3. To the renewal of the oid Russian proposal about an international conference 
on the Cyprus question. 


4. To the visit of Gromyko and Tikhonov in our country. All in all, these are 
the events for the "opening." 


k, What Do They Represent? 


1. The Russian press commentaries express Moscow's displeasure at the increasingly 
pro-Americanism of neighboring Turkey and not its philhellenism. Moreover, these 
commentaries do not at all support the Greek positions. They simply refer to some 
of them without, however, taking a position. 
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2. When asked about the Turkish invasion, the Rissian Embassy employee refused 
to talk /about it/ and tied the removal of the Turkish troops to the removal of 
the Greek troops as well as the English troops} [He tied it/ that is, to the 
elimination of the british bases. Thus: 


a. It has always been Moscow's steady position. Nothing new. 


b. It complicates the issue and renders difficult the removal of the Turkish 
troops e 


3. The Russian proposal for an international conference is 7 years old! (It 
was made in 1974.) It aoes not aim at solving the Cyprus issue but at asserting 
Russia's interest and role in the area. The proposal, therefore, serves purely 
Russian interests and renders difficult the solution of the Cyprus problem since 
it causes a Western reaction. Nor is there any basis for such a conference to 
have any results. 


i, The premier and foreign minister of Russia took 3 whole years to fix the date 
of their arrival here next...Cctober. 


C. The Facts 


But in order to evaluate more rationally the "Russian opening" we must recall 
certain facts. 


1. On 19 July 1974, Turkey informed Russia about the invasion and the latter 
acreed because it was in its interest to see a dispute between two NATU members. 


2. It voided Kyprianou's visit to Moscow because Turkey was displeased. 


3. Russia had assured Cyprus that it would dissuade any Turkish attempt to invade 
it. (The assurance was personally given by Khrushchev to Makarios.) But it did 
not keep its promise. 


4. Russia is against the extension of our territorial waters to 12 miles because: 


a. It would be forced to withdraw the anchorages of its naval fleet it established 
on the coast of Kythira and the eastern coast of Crete. 


b. The Greek control would cover 56 percent instead of 26 percent of the Aegean 
[Sea/ while Russia wants to have as great a mobility as possible in this sea. 


S. Only recently Moscow signed a commercial agreement with Ankara totaling 600 
million dollars, 


6. Only yesterday General Evran was received with embraces by the Russofile 
Bulgarian President Zhivkov. 


Conclusions 


There is no Moscow "opening" at all toward friendly Greek positions. The Kremlin's 
policy toward Greece has always been the same one it inherited from Czarist Ruseia: 
the policy of entering the warm Aegean and eastern Meditteranean Seas... Hach 

of its maneuvers on questions concerning the area has one and only one aim: to 
serve this policy. All the others are illusions which, either through ignorance 
or for reasons of expediency, are dangerous just the same. 
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POLITICAL GREECE 


PEASANTS REPORTEDLY SEEN AS 'ENEMIES' BY MARXISTS 
Athens AKROPOLIS in Greek 13 Mar 82 ppl, 7 


[text7 The Marxists see the peasants as their "natural enemies" above all others 
because they own personal property. Being free land cultivators they constitute 

the main cell of the free economy. Being producers they are intertwined with the 
free market. They are devoted to the family /institutian7. They believe in their 
right to pass on their property to their children. Finally, they are tied to 

the land; they are a permanent and constant factor of the national complex. They 
carry on traditions. The national conscience lives within them strong and enduring. 
All these are reasons for the Marxists to look at them with distrust and to 
confront them with animosity. 


Sach Marxist regime aims at eliminating the free peasant--his ownership of land, 
his tools, his products--and his transformation through the notorious "Kolkhos"-- 
or however else they are called--into a "laborer of the soil," into a non-owner 
of property, that is one who will work for the state, the real owner of the land 
and its products. 


PASOK is Marxist--it self-characterizes itself as such. Therefore, regardless 
of its demogogy, it is "by nature” an enemy of the peasant, because there is a 
difference between election tactics and the strategy of PASOK's “controlling 
Marxism." The lavish (and contradicting) promises express the first. Deed 
represent the second. 


The deeds of the "Marxist" government (according to its friends) as concerns the 
peasants spell that: 


a. The sale of their products is more than ever problematical (citrus, cucumbers, 
hazelnuts, honey, tobacco), 


b. The prices are so low that they do not cover even the losses because of the 
inflation. There are even products (hazelnuts) whose nominal prices are even 
smaller than those of last year. 


c. The treatment of the peasants is unacceptable. The olive oil producers, for 
example, are delivering their product now but will be paid in inflationary money 
while, in the meantime, they are asked to pay...interestl 


150 








d. For the first time in Greek history fear has overtaken the fields alsol 


In addition the government is attempting something else: to strangle the 
cooperatives of the peasants. Already, the governor of the Agricultural Bank 

of Greece /ATE/ Roko Psyllcs has cancelled all contacts with the greatest 
cooperative federaticn of the country--the Salonica federation--because it - 
refuses to become an organ of his party. @ does this/ arbitrarily. ILlegally. 
As if he has inherited ATE from his father 


The cooperative plants are being taken over by assault by the green guards 

Zereen is PASOK's official color/ and the government is getting ready to take over 
BA i, rn Supreme Confederation of Unions of Agricultural Cooperatives 
PASGES/,. 


But worse things are to come. Comrade Avdelidis, the PASOK "agrarian expert" 
from...Paris has already submitted his recommendations to the government. He 
recommends /the establishment of/ "“farm-industrial cooperatives in a new form" 
as he euphemistically calls them, the "Kolkhos" of the "controlling Marxism." 
Nith such cooperatives the peasant will surrender his land to "collectivism." 
He will become a paid laborer, a landless person. The free marketing of farm 
products will also be abolished. 


"Socialistic Transformation!" 


For all these /sacrifices/ the peasants were given a pension increase of 1,000 
drachmas from the Farm Insurance Organization {0ca/ | But the government has 
already taken away from them property worth many times more! They may be given-- 
if they ever are given--a postponement in the payment of debts but what will 

be the benefit? 


For this reason the peasantry is stirred up. Despite the terrorism, the producers 
are already organizing gatherings and demonstrations. Their legal representatives 
refuse to surrender the cooperatives and their property to the invaders. PASEGES 
resists through the means the law gives it. 


The struggle of the peasants is a struggle of the whole Creek "bouregoiaie.” And 
those who belong to it stand by it. 


7520 
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POLITICAL GREECE 


PAPANDR@)U-DEPUTIES MESTINGS--Premier Papandreou is establishing at Kastri /his 
residence/ regular meetings with all PASOK deputies in order to get "firsthand" 
information on all problems occupying them. Specifically, implementing the 
intention he expressed during the recent meeting of the Parliamentary Group, the 
premier decided to invite to his residence during fixed evening hours groups of 
25-30 deputies who thus will have the chance to talk with the premier in a relaxed 
and friendly atmosphere--something that did not always exist during their contacts 
in the Political Office headquarters. According to a program being prepared by 
deputies Giannis Flokos and Dim. Sapoundsis and director of the Parliamentary Group 
Services /DYKO/ Andonis Livanis, 26 deputies from Northern Greece (Thrace, Eastern 
and Central Macedonia) will soon be invited to Kestri. /Excerpt/ /Athens TO VIMA 
in Greek 13 Mar 62 p 1/7 7520 


CSO: 4621/2k4 
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POLITICAL ITALY 


BERLINGUER VIEWS PCI-CPSU SPLIT, OTHER ISSUES 
PMO51241 Paris LE MONDE in French 2 Apr 82 ppl, 3 


|Interview with PCI Secretary General Enrico Berlinguer by Jacques Amalric, 
Jacques Nobecourt and Philippe Pons: "We Must Demonstrate the Possibility 
of a Socialism Based on Democracy"; in Paris--date not given] 


[Text] [Question] During your press conference with Mr Lionel Jospin, 
vou reatfirmed that you no longer regarded the Soviet Union as a model. 
what then does it represent? 


'Answer] We stopped talking about the "Soviet model" long ago. We reject 
the very concept of a model. We are trying to avoid peremptory descriptions 
and summing things up in one word. We think that the bases of a socialist 
octety have been created but we observe that contradictions have mainly 
veen produced with the political and institutional superstructure and they 
also affect the structure. 


Although the Soviet Union has experienced major periods of development we 
all observe that a period of stagnation and regression is affecting Soviet 
society and the societies in the countries allied to the USSR. It does not 
constitute a model for Western societies. We even say that a mistake was 
made by trying to impose that model on the East European countries and that 
that is one of the causes of the distortions which those societies have 
suffered, 


Juestion] How would you describe the recent incidents between the PCI and 
the USSR? Do you think it is a quarrel, a break or a split? 


‘Answer| It is very simple. There has been no break and we are not seeking 
i break, There is a very bitter argument. 


Wuestion] Does the PCF's alignment with some Soviet positions constitute 
your major criticism of the PCF? 


Answer] I do not think that the PCF's positions are determined by its wish 
to align with Soviet positions. They simply have different choices from ours 


on some points. 
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[Question] Are you envisaging discussions with the Soviet or will you 
allow the quarrel to develop? 


|\Answer] No meetings are planned at present but we think it would be a 
Step torward if our Soviet comrades published our answers to their 
criticisms and if they abandoned the tone of anathema and excommunication 
for that of objective discussion. We fear that that tone may do serious 
damage to the workers' movement, as was the case in 1948 with the quarrel 
with Yugoslavia. 


[Question] Is there a minority within the PCI which is waging a struggle 
in favor of the Soviet theses? 


[Answer] There are people in the party who are freely expressing reserva- 
tions on our policy. There are also some initiatives by the CPSU to 
discredit our party and combat our positions. 


[Question] Inside your party? 
|Answer] That point needs clarifying. But certainly outside the party. 
lhe Situation in Poland 


[Question] Do you think things are on the way to normalization in Poland 
or do you think we should expect a new confrontation? 


[Answer] It is difficult to foresee. Since martial law I have not seen 

any sign of the repression and rigidity of the military regime being reduced. 
Ot course, I am not counting on a new confrontation which would be dis- 
istrous not only for the Poles but for the international situation. I also 
think that the policy of retaliation and sanctions is not the best one. 


\Question] Has your party taken a stance on the question of the debt? 


‘Answer] We have not taken a stance on the particular problem of the debt 
but we are in favor of maintaining and even increasing economic relations 
with Poland, Retaliatory measures would be interpreted by all Poles as 

hostile act and would reduce the chances of moderating the repression 
ind paving the way for establishing trade union and political freedoms. 
fhe leftwing forces in Europe and the West European governments should 
continue to call for an end to the repression and the restoration of 
freedom. I do not see any inconsistency in these positions because a 
anctions policy would lead to a tougher line. 


Question] Do you think it is possible to reform the Soviet system? Or 
io you think it is in full decline? 

(Answer] Reforms are absolutely necessary for Soviet society to be able 
to resume its forward march. But I do not see any sign of a move in that 
lirection at present. 
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| do not think it is impossible but two external conditions are also neces- 
sary: on the one hand the development of detente could have a positive 
influence on the process of reform in the Soviet Union and in the East 
European societies; on the other hand the West European workers' movement 
should demonstrate the possibility of a socialism based on democracy. 


[Question] Is that what you mean by your "third way" formula? 


[Answer] The "third way‘'' means this: in the context of the West European 
societies we reject the transfer of the "Soviet model." But, at the same 
time, we see that traditional social democracy is no longer capable of solv- 
ing the problems stemming from the crisis of capitaiism and the inter- 
national crisis. 


[Question] Is not your reference to the "West European workers' movement" 
a great limitation? With the development of Western societies the workers' 
movement has become a minority movement in numerical terms. 


[Answer| The "workers' movement" is a traditional term. But it does not 
rule out the forces which want to play a part in the socialist outlook in 
Western Europe. Over the past few months the PCI has placed great emphasis 
on the working class alliance with the middle classes, especially the 
intellectuals on the one hand and on the other hand with the sector which 
we term "the fringes," through the trade unions and the political parties. 


In Italy that term designates the sections of the population which cannot 
find a place in the modern production process or in industry. It includes 
voung people, women, unemployed intellectuals, old people--several million 
people in all. 


Our aim is not simply to take up demands which belong not only to the 
economic sphere but also to the social and ideological sphere. For instance 
our party must include in its own theoretical, strategic and practical 
platform, all the different demands stemming from the feminist movement. 


Question] Although you have not mentioned his name you seem to be referring 
to Gramsci's thinking on the intellectuals’ role? 


(Answer] Gramsci made a decisive contribution to the analysis of relations 
between the working class and the intellectuals. But of course those 
relations have changed a great deal. He himself attached special importance 
to two classes of intellectuals: schoolteachers and priests. Then to 
technicians. We now pay the same attention to teachers, of course, but at 
the same time we are paying close attention to the intellectuals being 
produced daily by the general technological modernization in economic 

life. They are a section of society which has a decisive influence on 


economic life and on progress in Italy. 
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[Question] Is it not paradoxical that you should have a greater degree of 
agreement in the search for "a third way" with some foreign socialist 
parties than with the PSI? 


[Answer] That is partly true and it can perhaps be explained by the two 
parties’ present different outlooks and also by the fact that people in 
[Italy try to deny or play down the importance of innovations which our 
party has introduced and is going to introduce. 


[Question] Do you think that a party like the West German SPD belongs 
to the Euroleft? 


[Answer] There can be no question of drawing up a list of the parties 
which may or may not form part of it. In our view that term can be 
applied to all parties which have a fairly broad base in the working class 
and which claim to be pursuing socialism and progress toward socialism. 
Muny differences separate us from the SPD but it is a great German 
working class party. 


"The Democratic Alternative’ 


[Question] What becomes of your "historical compromise" formula in the 
context of the "third way" and in that of the Euroleft? 


[Answer] I decided to stop using it some time ago. I grew tired of print- 
lessly explaining hundreds of times that it was not a government alliance 
between the PCI and the DC. It was not a proposal for a coalition but the 
idea that it was necessary for the masses which fall into three major 
groupings--communist, socialist and Catholic--in Italy to come together. 


We are now proposing the "democratic alternative"--an alliance between the 
leftwing forces and possibly including other democratic forces to govern 
without the DC. That does not mean that it is impossible to establish some 
agreement with that party on some principles on which all the parties 

which took part in the resistance and which follow the republican constitu- 
tion agree. The time has come for the "democratic alternative." 


[Question] With regard to the "third way" and the search for a "democratic 
alternative" there is a feeling that there is some degree of uncertainty 

at grassroots level in the PCI following the quarrel with Moscow. How do 
you define the PCI's specific nature compared with the PSI? 

[Answer] We are not proposing the "third way" solution as a valid solution 
tor all West European workers parties. But it strikes us as interesting 

to note that some socialist parties recognize that, in the present state of 
atfairs in Western Europe and the world, it is necessary to go beyond the 
traditional social democratic policies. 


There has been a very broad and open discussion in our party and wide support 
tor the decisions but also some degree of disagreement or perplexity. The 
"third way" formula is not new, it dates from our 1979 congress. We are 

not moving toward social democracy. 
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~e have a twofold concern: on the one hand we do not want to blacken the 
soviet Union by regarding it as al] that is evil in the world and only 

seeing its negative aspects and its inconsistencies. And, on the other 
hand, we do not want to blacken social democracy. We are making a historical 
criticism of it which, moreover, differs from one country to another. Above 
all, we think that it represents the majority of the working class in some 
countries. Without wishing to become social democrats we think it is 
necessary to seek cooperation with those parties to promote detente and 

make the workers’ movement progress toward social transformation in the 
direction of socialism, 


The Importance of Pacifism 
[Question] How do you view the pacifist movement in Europe? 


‘Answer] Very positively. It is one of the most important events in Europe 
in recent years. This spontaneous thrust has come from wide sections of 

the population, from young people, from the churches, from the Catholic 
movement, from the socialist and social democratic parties, out of fear of 
seeing Europe become the theater of an allegedly limited nuclear war. I 

do not believe that it would be limited, but Europe would certainly be the 
center of such a war. 


Other reasons for discontent and hope have combined with the will to mobilize 
against nuclear war and for arms reduction. 


[Question] Do you not fundamentally disagree with the PS' analysis 


[Answer] There is disagreement on this subject. I do not know whether 
it stems from the different nature which the peace movement has had in 
France compared with Italy. In anv case we think that it is necessary 

to develop this movement, also taking account of events in Poland which 
dealt it rather a blow. But the conditions for its resumption exist and 
it must be linked with the demand for an end to the repression in Poland. 
second, we think that this movement, in view of its nature in different 
bhuropean countries--but I want to talk primarily about Italv--should not 
be unilateral, in other words should not oppose U.S. foreign policy while 
ipproving that of the Soviet Union. So far it has been addressed to the 
two Superpowers. 


(\Question] But in practical terms its main effect has been on the Western 
countries. There is no equivalent in the Eastern bloc countries. 


[Answer] That is not within our power. 


[Question] So how can a unilateral pacifist movement be reconciled with 
the balanced disarmament which you are demanding? 
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Answer] Of course, we are demanding arms reductions on both sides, taking 
into account the security motives of both the USSR and the United States, 
and both the Warsaw Pact and the Atlantic Alliance. 


(\Question] To talk in practical terms, the development of that movement 
in Furope could well end the plan drawn up by NATO in December 1979 on the 
Pershing and cruise missiles but it would have no effect on the S$S-20 
missiles. There are 300 of them and they will remain. 


iAnswer] Nonetheless, I would say that the peace movement which developed 
in the summer and the fall has already influenced governments' positions 

to some extent and helped create the right conditions for the start of the 
Geneva negotiations. To prevent these negotiations from stagnating, the 
movement should be developed in a direction which addresses the Soviet Union 
as well as the United States and which also concerns the SS-20 missiles. 

[It is very interesting to see that a majority of the U.S. Congress has 
advocated a freeze on nuclear arms which might constitute the first condi- 
tion for negotiating arms reductions. 


[Question] What is your position on conventional weapons in Europe? 


‘Answer|] There is Soviet superiority in that sphere. As regards nuclear 
arms it is so difficult to draw up a record of them that it is impossible 
to establish whether such superiority exists. Moreover, it has not been 
ruled out but we say that it is necessary to consider all nuclear armaments 
ind missiles, not just those deployed on the ground by the United States 
and the Soviet Union, but also those belonging to other countries like 
France and Britain. 


(Question! Do you think, therefore, that the French strike force should 
be taken into account in negotiations? That would be a very serious 
point of disagreement with the PS. 


Answer] With all the French people, perhaps with the PCF too.... We Italian 
‘communists think that all forces should be involved in a gradual arms reduc- 
tion. But at present the essential thing is to take an initial step as 
rezards Soviet and American weapons. 


| do not believe in the eventuality of a war waged with the conventional 
weapons existing in Europe. 
in| What place does the spread of terrorism, especially in Italy, 
have in your analysis of the international balance of power? Do you think 
that terrorism is strictly the result of Italian causes or is it the result 
1 wider plan? 


Answer] We have never ruled out the possibility that Italian terrorism have 
international links. It is necessary to establish what those links are. 
ferrorism is a political phenomenon. I would even say it is political rather 


than social, it has social reasons but its roots are in Italian political life. 
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\Juestion] It has sometimes been thought that the spread of terrorism in 
italy was due to the fact that the PCI was too rigid and structured a party 
and that it did not ailow enough flexibility for the younger generation, 


‘or all those people who wanted to express their views and who ended up 
In terrorism. 


‘Answer] This superficial analysis has been heard: terrorism is a phenomenon 
ot young people who have become extremists. First it is important to realize 
that terrorism is not carried out by young people; second it is important 

to draw a distinction--and moreover we draw that distinction--between the 
young people who have extremist leanings in the left and those who take 

the path of terrorism. As far as we are concerned, we draw a distinction: 

we discuss with young people who are tempted by extremism. At the same 

tine we are fundamentally opposed to those who choose terrorism. We have among 
our members thousands and even tens of thousands of cadres who have ex- 
perimented not with terrorism but with extremism and who now accept our 
policies, That shows how much work we have done in that sphere although 

there are still shortcomings. 


(\Question] Could you expand on the idea that terrorism is a political 
rather than a social phenomenon? 


[Answer] If you study--and such studies have been made--the social composi- 
tion of terrorist organizations, you will find people from all sections of 
society. You will of course find workers, but also teachers, students and 

a considerable number of people from the richest sections of society. 


That social analysis therefore leads nowhere. That does not mean that 

there is no social reason for terrorism. but I say the reason is political 
because I think it is a phenomenon which is strictly linked with the 
instability of the political situation in Italy. 


Question} At present there is a great deal of talk about torture in Italy? 


'Answer}] 1 do not know whether it is possible to talk of torture as such. 
it is more a matter of cases of ill-treatment. In any case we have raised 
ne question in parliament. We asked for energetic measures against 
terrorism but we are absolutely opposed to any procedure which is not based 
on respect for the rules defined by our constitution and our laws. Although 
terrorism in Italy has been going on for around 13 years the struggle 
ayvainst it has generally been accompanied by respect for democracy, 


+ 


ihe French Experiment 
[Question] What is your view of the socialist experiment in France since May? 
‘Answer] In principle I do not want to discuss the internal French political 


situation. However, I can say that I think the experiment being attempted 
the left is generally positive. 
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[Question] What do you think of the nationalizations for instance? 


[Answer] I do not want to go into detail and pass judgment on each measure 
taken. The French leftwing union experiment is very important at the 
European level. For Italy it represents a great encouragement for an 
alternative solution. Nonetheless the situations in France and Italy are 
very different. You know that we have a very big public economic sector 

in Italy. 


[Question] How do you view that sector: a phenomenon of state capitalism 
or a phenomenon which makes progress toward socialism possible? 


[Answer] If you want to use that initiatives" jargon it can constitute 
an important lever for the transformation of society in the direction of 
socialism. But we do not think that socialism should provide for state 
ownership of all economic life. A major place should be left for the 
enterprises and the market. 


CSO:  3100/517 
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POLITICAL ITALY 


PCL SEMINAR ON ‘ORIGINS, ASPECTS OF POLISH CRISIS' 
PMO51341 Venice L‘UNITA in Italian 30 Mar 82 p 3 
[Report by Romolo Caccavale: "No Exit From Poland?"] 


[lext] To reappraise the past so as to better understand current events, 
without lapsing into pseudohistorical defensiveness: this was the main 
guideline at the seminar on "Origins and Aspects of the Polish Crisis" 
held Friday and Saturday at Rome's Gramsci Institute and organized by 

the center for studies of the socialist countries. "Studying and seeking 
the reasons," Adriano Guerra said in his brief introduction, "does not 
mean evading the present: it means shaping the present." 


It was the present that formed the conclusion of Friday afternoon's speech 
from [PCI directorate member] Gian Carlo Pajetta, who referred back to 
1944-45 and the birth of the Polish People's Republic and the civil war 
which claimed 30,000 lives (as confirmed by General Jaruzelski himself 

at the latest Polish United Workers Party [PZPR] Central Committee plenum). 
Supplementing his analysis with personal recollections, Pajetta reviewed 
Poland's crisis from Gomulka's arrest on charges of "Titoism" through the 
great hope of 1956, the disappointments that led to the 1968 student uprising 
and the 1970 workers uprising, the hopes which stemmed from the arrival 

of a new-style leader in the form of Gierek and which disappeared with 

the 1976 workers’ protests at Radom and Ursus and the new hopes that emerged 
in August 1980, 


Polish history, the PCI leader warned, defied simplifications. And yet 
the constant factor that has characterized every crisis has been the 
failure to respond to the damands for the renewal and development on 
national bases that society expected, with the ultimate consequences of 
the emergence, instead, of harmful phenomena such as nationalism and anti- 
semitism. Of course after August 1980 solidarity did not request a share 
of responsibility, but the party and government did not offer it any. This 
is the nub of the divergences with the Soviets. '"We believed that it was 
necessary to carry out a real renewal.'' The PZPR leaders failed to find 
unity in support of it. They recognized the worker nature of the unrest 
and the anxieties of the intellectuals but they failed to produce any 

real response. 
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in the light of all this and of the situation that came about following 
13 December, it could seem utopian, Pajetta concluded, but "we believe 
that social understanding remains the only solution." The condemnatory 
stance and the critical verdict cannot fail to go hand in hand with a 
demand for dialogue and for a compromise based on mutual concessions. 
External provocations or solutions are unacceptable. But "when we say 
that it is the Poles who must decide, we mean all Poles," not just the 
Ones now in power, 


The seminar began with two reports, from Francesco Galgano on "political 
system and society," and from Carlo Boffito on "political system and 
economy." The former emphasized the fact that the Polish experience 
cannot be considered a kind of "middle way" between the socialist model 
and the Western model, but must be assessed "within the context of the 
system that produced it and in relation to other elements of this system 
that have remained unchanged," namely, on the political plane, the PZPR's 
role as leading party and, on the economic plane, the state ownership of 
the means of production. 


Botfito examined in detail the consequences of the contradictory economic 
policy of the decade dominated by Gierek: the openness toward the West 
of a Soviet-type economic system unaccompanied by the necessary reforms to 
enable enterprises to achieve quantitative and qualitative output levels 
adequate to Western market requirements. This means that "the Polish 
crisis was basically caused by domestic causes," though "it can be said 
that the West is partly responsible" because it granted too much credit 
‘to a client without correctly assessing its reliability" and because it 
proved unable to support it at a difficult moment. The conclusion that 
the speaker drew from his accurate analysis was that "the difficulties 

of the Polish economy are now largely due to the country's foreign 
dependence and unless relations with the Western countries change, Poland 
can only turn to Soviet help, thus increasingly integrating itself into 
the USSR's economy and running the risk of becoming virtually its 16th 
republic.” The debate was very wide-ranging. Apart from Pajetta, all 
the speakers--from Tortorella to Luporini and from Giuseppe Boffa to 
Franco Bertone--put political problems at the center of the issue. These 
are, in short, as follows: Dissolved by Comintern and physically decapi- 
tated by Stalin in the late thirties, having revived during the resistance 
and become the country's leader under the name of the PZPR. The Communist 
Party, it was stated, was the author and guarantor of Poland's alliance 
with the Soviet Union on the international plane and of the Polish state 
system on the domestic plane. However, it was added, the party never 
managed to free itself of the handicap of being in a minority within 
society, even at its time of greatest support, when Gomulka resumed his 
leadership in 1956. Now, following the concessions that the PZPR was 
torced to make by August 1980 through its de facto exclusion since 

|} December, the role of guarantor of Poland's national existence seems 
to have been taken over by the armed forces which, however, 3.5 months 
atter the proclamation of martial law, are unable to present any political 
blueprint acceptable to society. 





With revard to international influences, it was stressed that Poland is 

the key country in the system created by the USSR in Eastern Europe since 
Worid War II. The Yalta and Potsdam accords were a particular significance 
ror Poland because the ‘ormer established its eastern borders and the latter 
the western ones. Last, detente and the Helsinki protocol led to Poland's 
stabilization in its nationally more homogenous territorial status, but 

they did not affect its position within the Eastern Bloc system, which is 
not only a military alliance but, above all, a political and ideological 
bloc. The essence of this position is summed up in the following formula: 
the Soviet Union cannot "lose" Poland. 


this combination of factors, to which must be added the profound roots of 
the Catholic Church, formed some of the special characteristics of "Polish 
real socialism," such as the "maintenance of private ownership in agricul- 
ture, and concessions to the Soviet model, such as, for instance, the 
inclusion in the constitution of the principle of the PZPR's leading role 
in the state. 


How is the situation to be set in motion? This was discussed by 

Giuseppe Boffa, who recalled that the 1958 "Rapacki plan" reflected a 
realistic Polish concept: to guarantee particular international conditions 
for Poland's autonomous development. Now some authoritative U.S. representa- 
tives have resumed the discussion of that plan and Boffa asked whether this 
might not produce a guideline on which to work. 


The range of opinions expressed during the debate was very broad and, 
particularly with regard to the present situation, there was no lack of 
disagreement. Luciano Canfora raised the issue of whether General Jaruzelski's 
13 December initiative was not inevitable and necessary and indeed encouraged 
by sectors of society. Franco Bertone, however, asked the following two 
questions: Is the coercive implementation of the Soviet model in the 

Eastern Bloc countries a new form of national oppression? Might the path 
chosen by the generals in Poland not signify an attempt to aim at a kind of 
"socialism of the homelands?" 


In his speech Aldo Tortorella advised people to remember that Poland's history 
is "the history of the particular situation," but that does not mean that 
there are no general problems underlying [a monte dij the crises in the 
countries of "real socialism." He referred to the decline of politics to 
the level of administration and of theory to the level of dogma, while 
"unless foundations of support are created nothing can be resolved." 
Experience shows that a reformability [reformabilita] based on the economic 
model finds an obstacle in politics. But if it is true that economic and 
political reforms must go hand in hand, then it must be stated that "the 
idea of reformability holds good." In any case, the opposite hypothesis 
would lead to a direct collision, with consequences easy to imagine. 
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With respect to events in Poland, Tortorella also said, we have pursued 
the line of solidarity, but the facts have shown its limitations. If 

we are to make a criticism of ourselves, it must concentrate on the fact 
that between August 1980 and December 1981 our support for the forces 

of renewal was not accompanied by an improvement of our knowledge. 


Now the research and analysis task begun at last week's seminar will 
continue and another occasion for study and debate in Bologna has already 
been announced. 


CSO: 3104/1161 
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POLITICAL 


TURKS BLAST PAPANDREOU VISIT TO CYPRUS 


London 8 DAYS in English No 10, 13 Mar 82 p 21 


[Text ] 


TURKISH Cypriots were quick to respond 
to Andreas Papandreou's visit to the 
Greek-speaking part of divided Cyprus. 
The plane back to Athens had barely taken 
off when the first verbal salvoes were fired. 

The barrage was opened by Rauf Denk- 
tash. president of the Turkish Federated 
State of Kibris (TFSK) in the north of the 
island. Papandreou’s three-day trip, 
Denktash quipped to newsmen, was ‘benefi- 
cial because it showed us how Greece looks 
at the Cyprus problem. . . He has shown us 
his cards by saying that Greece has a 
responsibility in Cyprus ... He has shown 
what direction he intends to give the Cyprus 
problem and what importance he attaches 
to the intercommunal talks.” 

Denktash became more serious: ‘We 
have nothing to give Greece in Cyprus. Our 
rights and our land have been saved at the 
cost of our lives and blood and the help from 
the motherland (Turkey). This formal 
statement was followed by a number of 
other comments from lesser officials, 
reflecting the mood of the Turkish Cypriots 
and their Ankara backers. Bluntly hostile, 
to some observers, including UN experts on 
the island, their attitude spelled trouble. 

Papandreou’s various statements on 
‘Hellenism’ and ‘Turkish occupation’ were 
described as ‘negative in the extreme’, and 
‘overtly provocative’. Some leading officials 
of the TFSK administration claimed that 
Papandreou was clearly reviving the con- 
cept of ‘enosis — union of Cyprus with 
Greece. Others charged that Papandreou 
had been involved in the so-called * Akritas 
plan’ which, according to the Turks, called 
for the elimination of the Turkish minority 
in Cyprus ; 

Ankara stalled its own comment pending 
a detailed analysis of the impact made by 


the Greek premier. But on the eve of 
Papandreou's arrival in Cyprus, a senior 
Turkish diplomat told & Days: ‘Whatever 
the outcome of the visit. it’s going to be a 
negative and troublesome gesture. 

As usual, the strictly-controtied Turkish 
press was allowed considerable leeway 
where Papandreou was concerned. His 
government, for example, was accused of 
Carrying out ‘increasing acts of repression 
against the Turkish minority in the province 
of Thrace. The daily Bulvar claimed that 
Papandreou and Cypriot President Spvros 
Kyprianou were determined to ‘push the 
Cyprus intercommunal talks into an 
impasse.” The Istanbul daily Hurriver dis- 
cussed at length a ‘devil's triangle’. sup- 
posedly involving Papandreou. Kvprianou 
and former West German Chancellor Wills 
Brandt. 

Surprisingly, at a news conference before 
his departure from Nicosia, Papandreou 


described Brandt as a possible ‘catalyst’ in 
the search for a greater international role in 
efforts to solve the Cyprus dispute. 

Privately, many Turkish officials consi- 
dered Papandreou's visit relatively low- 
key. They pointed out that the avoidance of 
rousing rallies, at which Greek Cypriot pas- 
sions were likely to explode and spur 
Papandreou to some uncontrolled pro- 
nouncements, had been studiously avoided. 
The Turks knew that almost every word 
spoken by Papandreou on the ‘island of 
Aphrodite’ had been carefully chosen, 
while the news conference consisted mainly 
of repetitions of views previously spelled 
out. 

Neither Ankara nor the Turkish side of 
Nicosia believed that Papandreou really 
saw the ‘light at the end of the tunnel,’ that 
well-worn cliche of US politicians and gen- 
erals during the Vietnam war. The Turks 
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did not beleve his statement that ‘there 


have been significant changes in the inter- 
national field to permit restrained optim- 
ism. because the network of well-informed 
Turkish diplomats had reported no such 
changes 

Perhaps the only mildly optimistic sign 
was the fact that the lethargic intercom- 
munal dialogue was still going on; and to the 
Turks, Papandreou was either trying to tor- 
pedo the talks or push Turkey into doing so 
Consequently, Turkey is unlikely to take 
any drastic action against the dialogue. 
After all. as far as the Turks are concerned. 
the Cyprus problem exists only for the 
Greek side. Turkey has secured a well- 
protected territory for its minonty on the 
island, and any adjustment would have to 
be on its terms. 

The idea of an international conference 
on Cyprus, which Papandreou proposed to 
launch ‘regardless as to whether the (inter- 
communal) dialogue goes on,’ is automati- 
cally opposed by Turkey. The generals in 
power in Ankara feel. as did their civilian 
predecessors, that the Cyprus problem can 
only be dealt with by the parties directly 
involved, together with their respective 
backers Greece and Turkey. To Papan- 
dreou, the dialogue now conducted is one 
‘between Nicosia and Ankara, in the sense 
that the occupation forces are in the north- 
ern part of the island.” 

There was no doubt that Papandreou will 
increasingly become a target for the Turkish 
press, particularly for such statements as ‘1 
shall remain on the bastions of this struggle 
until final victory” Official Ankara is 
unlikely to stage anv major political often. 
sive against the socialist government in 
Athens, particularly as it has vet to show 
any positive achievements in the inter- 
national sphere 


CSO: 4600/371 
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POLITICAL 


UNSTABLE ALLIANCES PUSH UNITED STATES TOWARD TURKEY 


London 8 DAYS in English No 10, 13 Mar 82 pp 34-35 


[Text] ANDREAS PAPANDREOU'S tough 


CSO: 


approach to Turkey, together with uncer- 
tainties about the future degree of Egypt's 
commitment to the West and the political 
near-impossibility of the US establishing 
bases in Israel, are leading Washington to 
put greater emphasis on its relations with 
Ankara. 

Papandreou's appeals to popular support 
in Greece over the 12-mile maritime border 
and the Cyprus problem suggest to some 
Washington analysts that he is ‘juggling’ 
rather than making definite plans. For this 


reason, it is not considered certain that 
Papandreou will take Greece out of Nato as 
he promised during the election campaign. 
But even if he stops short of a complete 
withdrawal from the alliance, it is thought 
unlikely that Greece will henceforth be any- 
thing more than a weak link in the system. 

Washington policymaking circles were 
alarmed when, in February, Moscow's offi- 
cial media supported Greece's maritime 
claims, which would hamper Turkish access 
to much of its Aegean coast including Izmir, 
the country’s main port. The USSR also 


supported Papandreou's demand for Greek 
control of all Aegean airspace, and Moscow 
now cautiously supports the Greek view of 
the Cyprus conflict. Previously, the Soviet 
Union had refused to take sides tn disputes 
between Greece and Turkey with which it 
has an extensive trading relationship. 
Moscow would obviously welcome 
Cireece’s withdrawal from Nato, although 
the Soviets may trv to persuade Papandreou 
to stay in the alliance for the time being and 
veto Spain's final admission. In a recent 
flurry of attacks on Turkey, the Soviet press 
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also complained about the widespread 
arrest of Turkish communists: on 26 Febru- 
ary, the military government in Ankara 
arrested 44 more leftwing intellectuals. 
Papandreou’'s government has responded 
to Soviet support by breaking ranks with 
Nato on the question of sanctions against 
Moscow over Poland, although Greece has 
condemned the imposition of martial law 
there. Greece has moved ahead of its Euro- 
pean neighbours by giving diplomatic status 
to the PLO office in Athens; the PLO mis- 
sion in Ankara has semi-diplomatic status. 
President Reagan will meet Papandreou 
at the Nato summit in June. It is thought 
likely that he will want to get Turkey's Gen- 
eral Kenan Evren and the Greek premier 
together. 
US government arms sales to Turkey this 
fiscal year amount to $400m. In fiscal 1982, 


which begins in October, this should rise to 


$900m, including some ‘grant’ (free) aid. 
Turkey could order more weapons through 
commercial sales, but probably cannot 
afford commercial interest rates. In fiscal 
1983, Pentagon sources say, Turkey should 
get well over $1bn in military assistance, 
including a generous ‘grant’. F16 fighters, 
Hawk missile batteries, helicopter gun- 
ships, new naval equipment and heavy artil- 
lery including Howitzers, are among Tur- 
key’s main requirements. 

In return for more military aid, the US 
would like General Evren — who Washing- 
ton expects to be elected president if and 
when representative government is 
restored — to agree to a Turkish role in 
Middle East strategy. Basing part of the 
Rapid Deployment Force in Turkey would 
diminish the need for base facilities in Egypt 
and for the storage of medical and other 
RDF equipment in Israel, although Pen- 
tagon sources say some back-up facilities 
for the US navy would still be needed in 
Somalia and Oman. 
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MILITARY FRANCE 


FUTURE TANK, HELICOPTER, MISSILE, AIRCRAFT, SUBMARINE OCCUPY INDUSTRY 
Innovation, Production Outlined 

Paris L'USINE NOUVELLE in French 4 Mar 82 pp 68-75 

[Article by Antoine Thiboumery: "Five Programs to Mobilize French Industry"] 


[Text] French industry will be mobilized to participate in 
the following five major armament programs extending over 

the next 15 years: battle tank, antitank helicopter, 
nuclear-powered submarine, Mirage 2000 aircraft, and missiles. 
L'USINE NOUVELLE has examined these programs and concluded 
that the armed forces are looking to industry for more 

and more ingenious inventiveness. 


In the next few weeks following the latest French-German summit meeting, France 
will make a series of military-industrial decisions the effects of which 

are to be felt beyond the next decade. These decisions are important in that 
they condition the employment of 300,000 persons and the activity of 

thousands of subcontractors (Dassault alone provides work for nearly 4,000 
subcontractors). 


For instance, the French government is preparing to make a final decision on 
joint French-German production of an antitank helicopter. If both 
governments approve this project, industry could expect to produce a large 
number of antitank helicopters and find substantial export markets for them. 


Similar results could be obtained with the battle tank of the future. France 
is doing its utmost to get G2rmany--that country again--to concur in building 
a modern tank between now and the early 1990's. Thus far the Germans have 
not shown much interest in the program. Yet such cooperation is vital to 
French industry. Indeed thousands of jobs and hours of work depend on it. 
For example, the Industrial Group for Land-Based Armament's (GIAT) plant at 
Roannes which builds and assembles French tanks--AMX 10, AMX 30, and the new 
AMX 30B2--has more than 3,000 employees producing 450-500 tanks per year, 

40 percent of which are for export. In 1981, the Roanne plant accounted for 
2.1 billion francs of GIAT's total business volume of 5.5 billion francs! 
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If Germany rejects this project--as some now fear it will--this will mean a 
smaller production run for France. Consequently the project will be less 
attractive. 


Yet as shown in the interview [which follows this article] given by Jean 
Martre, delegate-general for armament, there are other military programs 
being prepared by the armed forces, notably programs for new versions of the 
Mirage 2000 aircraft and a seventh nuclear submarine. 


This new-generation submarine, scheduled to become operational in 1994, will 
demand a sustained industrial effort. Manufacturers will have to offer new 
solutions in both electronics and mechanical engineering. The same applies 
to the new MICA [Interception and Air Combat Missile] for which highly- 
advanced technological innovations are expected. Even though the Mirage 
2000 was approved 7 years ago, there are still a number of fields in which 
industry will have to "mobilize" all of its imaginative capabilities. 


Tank of the Future: Germany is not Enthusiastic 


"A modern army's worth is expressed today by its number of tanks." This 
statement was made on 14 January by General Delaunay, the army chief of 
staff, at a ceremony in which the newest French tank--the AMX 30B2--was 
issued to the 503d Tank Regiment in Mourmelon, Marne. The general's remarks 
are indicative of the importance this equipment has assumed within the armed 
forces. 


At the present time, the French Army has nearly 1,000 tanks whose design 
dates back to the mid-1960's. In contrast, Germany has more than 2,500 
tanks and the USSR more than 50,000 (ten times more than Hitler had when 

he started World War II). The AMX 30B2 is a transitional version between 
the AMX 30 and the tank of the 1990's. It is less technologically advanced 
than the latest German tank, the Leopard 2, and also the American Abrams 
tank, as well as the Soviet T-72, T-64, and T-80 tanks. Nevertheless, the 
new French AMX 30B2 does incorporate improvements which make it a 
formidable combat vehicle. 


This AMX 30 "modernization-renovation" program will be expensive. A brand 
new AMX 30B2, complete with spare parts, costs 8 million francs. Rebuilding 
an AMX 30 into an AMX 30B2 is less costly, 6 million francs. The French 
Army plans to spend a total of 8 billion francs in this renovation program 
which calls for the purchase of 271 new AMX 30B2's and the rebuilding of 

730 AMX 30's in the arsenals of the Technical Directorate for Land-Based 
Armament (DTAT). 


What tank will replace the AMX 30B2 by 1990? As General Delaunay explained 
at Mourmelon: "This transition must not jeopardize--quite the contrary--our 
continued research on the tank for the 1990's. In the French Army, we hope 
that this tank will be a French-German development. In comparison with the 
AMX 30B2, we require this new tank to have a greater armor-piercing 
capability based on use of the 120-mm gun instead of the 105-mm gun which 
fires fin-stabilized rounds. The tank must also be able to fire by day or 
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night without any reduction in performance. Its engine must have nearly 
double the present power-to-weight ratio: 30 hp/ton instead of the present 
18 hp/ton. Lastly, in addition to greater reliability, the tank's armor must 
be able to withstand the various highly powerful antitank rounds that will be 
available to opposing armies in the 1990's. 


France and Germany began discussing joint development of tanks in the early 
1960's. Today, French and German negotiators are still where they started, 
namely hoping to cooperate in building a tank. DTAT officials are somewhat 
skeptical, however: "The Germans have always broken off negotiations in this 
field. First with France with whom they tried to develop the "standard" 

tark during the 1960's. Then 10 years later with the Americans over the 

MBT [Main Battle Tank} 70 project. Lastly and recently with the British 

over the MBT 80 program. This makes us wonder whether the Germans really 
want to build a tank with a foreign partner." 


Yet this discouraging record did not stop France from resuming talks with 
Germany in late 1977 about developing a tank for the 1990's! These talks 
even assumed the form of a veritable collaborative program in February 1980 
when Yvon Bourges and Hans Apel, the two defense ministers involved, signed 
an agreement on this new tank at the Elysee Palace in the presence of 
Valery Giscard d'Estaing and Helmut Schmidt. 


But this fine impulse did not last. Since April 1981, the two countries 
have no longer been cooperating. Bertrand Robineau, engineer-general first 
class and head of DTAT's mobility branch, told us: "And yet we did work 
well together. We had even reached agreement on the turret. Everything is 
ready. We are still waiting for the Germans to sign." 


(the official explanation is that Germany cannot financially support this 
project whose current estimated cost is 4-5 billion francs. Noel Playe, 
engineer-general first class and head of DTAT's engineering branch, explained: 
"On the other hand, if we were to go it alone, the project should not cost us 
more than 3 billion france." 


Indeed, serious consideration is now being given to building it by ourselves. 
DTAT estimates that "if the two countries did manage to cooperate, this 

would mean a total potential market of 6,000 tanks, including those for 
export.'' There is grumbling, however, in French Army ranks: "We cannot wait 
indefinitely for the Germans. If we want to be prepared by 1990, all 
technical decisions must be made between now and 1984."" Bertrand Robineau 
disclosed that "army and DTAT engineers have been conducting their own 
parallel studies on the tank of the future since 1977." 


French engineers have already mastered the latest fire-control technologies 
for night as well as day firing. Likewise, we reportedly need no longer 

teel inhibited about the tank's engines. Andre Mechulam, chief of the 
armored systems and tanks branch and program manager for the future tank, 
told us: "We have in France a 1,500-horsepower engine developed by the 
Surgerian Mechanical Engineering Company. Based on the Poyaud diesel engine, 
it is, to may knowledge, the most compact and lightest engine of its 
generation." 
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Similar confidence is expressed with regard to the tank's transmission, a 
tieid in which the Valeo Company and its affiliate Soma-Minerva at Saint 
itienne are said to be as competent as the German competition. As for the 
suspension system, different concepts are still in the evaluation phase. 
Requests for proposals have already been issued for such other components as 
the starter, shock ebsorbers, torsion bars, power unit, choice of alloys for 
the tracks, road wheels, armor plate, etc. 


Andre Mechulam explained: "There are a very large number of French 
manufacturers already working on the tank for the 1990's, a tank which is 
designated by the army as the EPC, i.e. main combat vehicle." It took 
France 8 years of work to produce the AMX 30. If the EPC does come out by 
1990, it will have required 12 years of industrial mobilization. That is a 
long time. "We are financially and industrially capable of building the tank 
for the 1990's by ourselves alone, but doing so in cooperation with another 
country would be more beneficial and less burdensome," Bertrand Robineau 


concluded on a note of hope. 
Decision on Antitank Helicopter Imminent 


No industrial cooperation effort has probably ever been so lengthy. Since 
1966, France and Germany have been trying--apparentiy without success--to 
jointly develop an antitank helicopter (HAC). "This is, therefore, a very 
old requirement which has had many ups and downs over the years," sumnarized 
Francois Laureau, senior armament engineer and HAC program manager for the 
STPA (Technical Service for Aeronautical Programs). 


[Initially the French Army wanted a "military" helicopter capable of fighting 
tanks by day. Then in 1975, the army revised its objectives and formulated 
its requirement for a highly advanced machine with day-night battlefieid 
capability. 


The British, who were cooperating with France on the Lynx helicopter, 
proposed a militarized version of that aircraft under the designation WG13. 
But after 6 months of study it became very obvious that the project was 
technically and financially too ambitious. The inevitable result was 
abandonment of the project. As a consequence, the British adopted the Lynx 
as their antitank helicopter for daytime combat operations, while the French 
preferred their Gazelle, a civil helicopter on which they mounted a great 
deal of military paraphernalia. As for the Germans, they chose their own 
helicopter, the BO 105 built by MBB (Messerschmitt-Boelkow-Blohm). This 
"everyone for himself" attitude lasted nearly 5 years. 


[In 1975, however, France and Germany reopened talks, but this time with the 
objective of developing an HAC meeting the requirements of the ground forces of 
both countries and capable of operating by day and night. Despite the definite 
good will of negotiators from both sides of the Rhine, the talks were again 
halted in 1976. It would appear that there are some cooperation efforts that 
never die, because last July, in fact, the French government received the HAC 
project and asked Aerospatiale (SNIAS) to reformulate a joint proposal with 

the German firm MBB. But the government added one condition, namely that 
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both manufacturers agree to participate financially in launching the program. 
Francois Lureau acknowledged that "this proviso should make the manufacturers 
more sensitive to the problem. Furthermore, they will be able to make 
modifications in compensation for the funds they commit to the project, even 
if the armies do not necessarily consider such changes to be in their 
interest."' Since 1 December, the technical services of both armies have been 
studying the Aerospatiale-MBB proposal. Jean Martre, the delegate-general for 
armament, described this project as "intelligent and reasonable" (see his 
interview after this article). 


Specifically, the two countries propose to build a helicopter weighing 4.2 

tons and with an airframe utilizing the dynamic elements of Aerospatiale's 
Dauphin helicopter. MBB would redesign the rotor to provide greater lift and 
enhanced maneuverability. The engines would be derived from the TM 338 
developed by Turbomeca and produced jointly with MTU [Motor and Turbine 
Company], a German engine manufacturing firm. Airborne electro-optics 

(thermal imagery) associated with the weapon system would be the French 

Portos system currently being developed by SAT [Telecommunications Corporation] 
and TRT [Radio and Telephone Telecommunications Company]. But this system 
would be coupled to American designed modules manufactured under license in 
Germany. Even though they are reluctant to quote any figures, DGA officials 
estimate this program's overall cost to be at least 2 billion, perhaps 3 
billion francs. France's requirements would reportedly be about 150 
helicopters, in other words "a purchase contract totaling some 5 billion francs." 
Germany's requirements are said to be of similar magnitude, namely 150-200 
antitank helicopters. 


If this latest French-German proposal were to meet the same fate as its 
predecessors, the French government would find itself obliged to initiate 
development and production of an HAC by itself, with limited financial 
resources and reduced export possibilities. An HAC made in France would, 
therefore, have an altogether different definition. "It would not be a HAC 
but an HAP, i.e. a support and protection helicopter." In this connection, 
General Delaunay, the army chief of staff, recently made no secret of the 
fact that the army's most urgent need was to have an HAP by 1986-1987. 

As for the night-fighting version (the HAC), the army could wait until 1995! 


Considerable progress has been made these past few months on definition of the 
HAP. This helicopter would use the Dauphin airframe, but with a different 
fuselage to protect it from ground fire during its low-altitude maneuvers. 

For protection against enemy helicopters it would be armed with a gun 

capable of firing at close range. Consideration is currently being given to 
adapting a missile specific to the HAP. This new 4.8-ton helicopter would be 
powered by two Turbomeca TM 333 engines. The weapon system would use the 
aforementioneu SAT-TRT electro-optical equipment. It must be acknowledged, 
however, that France is lagging in this field. 


Scheduled to enter into service in 1984 is the United States’ AH-64 6.3-ton 
antitank helicopter equipped with a pilot's night vision sensor. The U.S. 
Army has reportedly already ordered potentially 530 of the AH-64's designed 
by Hughes Helicopters. A second competitor is the Cobra built by Bell, an 
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American firm. Its design dates back to 1964. The Cobra proved itself 
during the Vietnam War. It is a relatively low-priced aircraft--more than 
1,900 have been built--and can be fitted with the AH-64's flight control 
system. The Germans are seriously interested in the Cobra which is smaller 
then the AH-64. The Cobra weighs 4.5 tons. 


Russian Competitor: Real Gunship 


In Europe, there are two other helicopters under development. In Italy, 
Agusta's A 129 Mangusta [Mongoose] program was initiated about a year ago 

to fill the same requirement as the HAC. But DTCA [Technical Directorate for 
Aeronautical Engineering] officials have doubts about Italy's financial 
ability to produce such a helicopter by itself. Lastiy, in England. /sestland 
is said to have approached the Germans with a proposal based on the uynx 
Structure. In France, however, this report is not taken very seriously. 


The last and even inevitable competitor is the USSR. The Russians already 
have a formidable armada of 5,400 helicopters, including more than 1,000 

Hips and Hinds. The Hind, a real gunship, is said to be equipped with all the 
improvements Western manufacturers still have on the drawing board. An 
advanced technology attack helicopter, the Hind is a remarkable fighting 
machine: day-night target acquisition and fire control system with a 

laser range finder and digital computer; fuselage floor, fuel tanks, and 
engines shielded with titanium armor plate; bulletproof windows on the 

flight deck, etc. 


All the aforementioned competition shows that the French or French-German 
antitank helicopter is indeed a priority. Hence the decision France will soon 
make is of vital importance to the country's defense as well as to the 
industries concerned. 


MICA: a Challenge to Industry 


France is currently working on an original missile program, the } cA 
(interception and air combat missile). This work began in 1980 under a 
four-party cooperation agreement signed by the United States, the United 
Kingdom, the Federal Republic of Germany and France. The agreement provides 
for development of two new air-to-air missiles having complementary 
characteristics. Designated AMRAAM (advanced medium-range air-to-air missile) 
and ASRAAM (advanced short-range air-to-air missile), these two missiles are 
meant to be the new generation of missiles for the 1990's. 


France has adopted an observor status under this agreement and is pursuing its 
own more ambitious MICA program. "Our aim is likewise to develop an air-to-air 
missile, but one which by itself alone would accomplish AMRAAM's and ASRAAM's 
two separate missions,’ explained Michel Barriere, assistant to the director 

of the Technical Directorate for Missiles (DTEN). 


The more ingenious MICA concept is also more complex and innovative challenge 
to both the air force and industry. No mass production decision has yet been 
made about this missile which could arm the Mirage 2000 in the future. A 
dogfight missile in its short-range version, it becomes an interception 
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missile in its medium-range--approximately 50 kilometers--version. In fact, 
only the missile's seeker i.e. its "sensor" or "electronic eye," would be 
interchangeable. A mix of six to eight missiles of either version could thus 
be mounted on a combat aircraft. This would be nearly twice as many 
missiles as are currently carried by the Mirage Fl, namely two Magic missiles 
and two Super 530 missiles. This "missile-mix" capability would make it 
possible to broaden the missions of combat aircraft which thus could, as 
circumstances dictate, decide to pursue distant enemy aircraft or, on the 
contrary, dogfight aircraft at close range. 


Electronics Distributed Throughout Missile's Frame 


Development of the new MICA missile demands numerous advances in propulsion, 
seekers and sensors. 


Propulsion 


The air force is expecting manufacturers to develop smaller, more efficient, 
and more discreet--i.e. emitting less smoke--motors. The use of structures 
made basically of composite materials--carbon fibres and Kevlar--should make 
it possible to achieve this goal. But the true magnitude of the difficulties 
to be overcome can best be measured by realizing that French industry is 
actually being asked to produce another Super 530 missile! 


Seeker 


Guided by an active radar or infrared seeker--Serge Dassault Electronics is 

Said to be the designated manufacturer--the MICA missile must also be able to 
operate freely in a hostile environment and discriminate between real targets 
and bogus targets artificially created by enemy electronic deception devices. 


Sensors 


Being a very compact missile, MICA cannot be equipped with gyroscopes and other 
accelerometers. Such equipment uses too much space and will have to be 
miniaturized. 


At the present time, all indications are that it will be necessary to 
distribute the electronics throughout the missile's frame. In that case, all 
the thus scattered functions will have to be connected. A compact computer 
will, therefore, have to be developed to serve as connecter. It is readily 
obvious that che MICA missile can be the agent of change. "This is proof 
indeed that the program is not only ambitious but also a stirring challenge 
co industry, ' concluded Michel Barriere. 


Mirage 2000: a oQ-Billion Franc Program 
The firm of Avions Marcel Dassault is scheduled to deliver the first 
production Mirage 2000 aircraft to the French Air Force in May 1983. Thus 


the French Air Force will have had to wait 8 years before finally receiving 
a new combat aircraft. 
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The Mirage 2000 program was approved by the Defense Council in late 

December 1975. The program's goal was to begin replacing Mirage 3's, Mirage 
F 1's, and French-British Jaguars with Mirage 2000's by the early 1980's. 

As is the case with many examples of military-industrial cooperation, 
launching the Mirage 2000 also required making a difficult choice, actually 

a cancellation. In fact, when Valery Giscard d'Estaing and his government 
chose in 1975 to initiate research and development on this aircraft, they 
simultaneously decided to cancel development of another combat aircraft, the 
ACF (future combat aircraft) which would have been powered by two engines. 
The government at that time felt the ACF was much too ambitious a project, 
and above all, much too costly. Conclusion: the air force would have to be 
sutisfied with a single-engine aircraft. "Choosing a new aircraft is always 
a compromise between what we would like to have and what we can afford," 
philosophically observed Yves Michot, senior armament engineer and the Mirage 
2000 program manager for the Technical Directorate for Aeronautical 
Engineering (DTCA). Yet by deciding to scrap the ACF program, the government 
also placed French industry in a most uncomfortable position. "We had to 
completeiy restudy the radar we had designed for the ACF," explained 

Jacques Savoyen, the director of Thomson-CSF's avionics equipment division. 


The smaller Mirage 2000 actually has half as much space in its nose as the 
ACF. This is a highly difficult constraint to overcome inasmuch as by 19/6 
the air force was demanding that the Mirage 2000's radar perform as 
effectively as the one which the ACF would have had! Doing as well in half 
the space is the feat of skill demanded of Thomson-CSF. It will take that 
company 9 years to accomplish this. "We will be ready by May 1985," 
promised Jacques Savoyen. 


Development of this radar, designated the RDI (pulse doppler radar), has 
really required a major effort. It has demanded all-out miniaturization: 

in comparison with previous generation radars, the Mirage F 1's Cyrano 4, for 
example, the RDI contains, volume for volume, 400 to 500 more functions. 

It has also necessitated use of powerful computers incorporating the latest 
technical advances in electronic data processing. Thomson-CSF engineers 
point out that "this is the first time in France that a radar has been 
completely designed on the basis of digital technologies." 


First Mirage 2000's to be Delivered in 1983 


Next spring, two RDI radars will be installed in Mirage 2000's for full-scale 
tests. To date, Thomson-CSF has produced only three RDI prototypes whose 
dimensions are not definitive. Consequently they are being test flown on 
such aircraft as the Vautour and the Mystere 20. 


The first Mirage 2000's to be delivered to the French Air Force in 1983 will 
not be equipped with the RDI radar. For this reason, in 1980 the air force 
asked Thomson-CSF to fit its new aircraft with another more conventional 
radar, the RDM (multi-mission doppler radar). The first production RDM's 
will come out in January 1983 and be delivered to the air force in the middle 
of that same year. 
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A third radar, the Antilope 5, is being developed by Serge Dassault Electronics 
with the cooperation of Thomson-CSF. This is likewise a conventional radar, 
although it has to be particularly reliable because, for the first time, it 
will be connected to an autopilot. The Antilope 5 is to be installed in the 
penetration version of the Mirage 2000. This version will be capable of 

flying faster than the speed of sound (probably 1,000 kilometers per hour) 

but at an altitude of 90-100 meters. 


Development delays that have plagued the Mirage 2000's radars have also 
marked development of its engine. As a result, initial production aircraft 
will be equipped with the SNECMA M53-5 engine with a thrust rating of 9 tons. 
Somewhat later, in 1985, these airframes will be retrofitted with the M53-P2 
engine whose rated thrust has been increased to 9.7 tons. 


Yves Michot told us: "You must realize that this engine, whose preliminary 
research dates back to 1968-1969, was designed for the ACF which was to be a 
twin-engine aircraft capable of flying at nearly three times the speed of 
sound! Today such speed is no longer a priority. Nevertheless, the single- 
engine Mirage 2000 will fly at 2.2 and 2.3 times that same speed." 


Though manufacturers have "sweated" to develop both the radars and engines, 
Avions Marcel Dassault-Breguet Aviation have not been idle either. "As DTCA's 
program manager for the Mirage 2000 explained: ''The truth is that the Mirage 
2000 is an entirely new aircraft. Even though it has souwe family resemblance 
to the Mirage 3 and Mirage Fl series, Dassault has produced an aircraft 

having a very large number of improvements." 


These improvements cover particularly four major areas: aerodynamics, 
microelectronics, composite materials, and the weapon system plus use of 
computers both on-board the aircraft as well as in its development. 


|. The Mirage 2000 is not a variable geometry aircraft. It has a delta wing, 
in other words a wing known to be well-suited to flight at supersonic speeds 
and posses very little lift at low speeds. Theoretically, this latter 
characteristic should handicap it, because, as paradoxical as it may seem, a 
good combat aircraft is also an aircraft capable of flying at very low speed. 
By completely redesigning the delta wing's root attached to the fuselage and 


by placing retractable leading-edge flaps on his aircraft, Dassault has 
reportedly succeeded in, nevertheless, making the Mirage 2000 highly 
maneuverable. 


2. The introduction of electrical flight controls is another innovation that 
makes the Mirage 2000 the easiest of all the Dassault combat aircraft to fly. 
DTCA's program manager confirmed that "these fly-by-wire controls constitute 
a veritable revolution in the flight control field. The on-board electronic 
svstem has control over the pilot and executes or does not execute orders 
sent, so as to avoid p.acing the plane in a flight configuration into 

which it must never go." 


3. The advent of composite materials--basically carbon fibres--has enabled 
Dassault to achieve substantial weight savings--between 10 and 25 percent--in 
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certain aircraft parts heretofore made of aluminum alloys. Thus the Mirage 
2000 has a certain number of components made of composite materials: internal 
and external elevons on the wing, landing gear doors, etc. This frantic 
search for weight reductions--a constant preoccupation of the aviation 
industry--has also prompted the manufacturer to work on lightening the weight 
of the aircraft's wiring and cabling. By using a digital data base and a 
distributed numerical electronics system--the entire aircraft is covered with 
microprocessors!--the Mirage 2000 has been able to cut the weight of its 
on-board wiring in half, i.e. 100-150 kilograms of cabling versus 
approximately 300 kilograms on the Mirage Fl. 

4. The last aspect by which the Mirage 2000 differs from its predecessors is 
in its weapon system and the use of computer-aided design and manufacturing 
techniques in its development. 


At Thomson-CSF's avionics equipment division, Jaques Savoyen explained that 
the Mirage 2000 is the first aircraft in the world to be equipped with a 
trichromatic--green, red, yellow--display system. 'Here again, we have 
worked to facilitate the pilot's task." In addition to a firing sight, 
head-up and head-down displays, Thomson-CSF has equipped the Mirage 2009 with 
a system for detection of radars on enemy aircraft, thereby enabling the 
pilot to fire only on hostile aircraft and not on his own air forces, as 
still happens much too frequently! Other avionics suppliers include Matra, 
Sfena, Sagem, Serge Dassault Electronics, etc. 


But the area in which, more than ever before, the Mirage 2000 breaks with 
traditional practices in the aircraft industry, is its broader use of 

computers and data-processing equipment. Incidentally, on this point, Dassault 
enyineers no longer refer to computerization or simulation, but to "stimulation." 
[In a nutshell, the procedure consists in conducting two studies at once: 

one on the mockup in which all items of equipment are tested, the other on 

the aircraft as soon as that becomes possible. "Because of this very 

original procedure," said Yves Michot, "when we deliver the initial 

production Mirage 2090's to the air force in 1983 we will need less than a 

veay to have them 100 percent operational." 


Will the aircraft's universally recognized qualities be enough to beat the 
competition commercially? The most dangerous competitor is unquestionably the 
General Dynamics single-engine F-16. Then comes the twin-engine F-18, much 
bigrer than the F-16. Many foreign military pilots view the F-18 as a 

"dream" aircraft. Mention must also be made of the European Tornado-- 
seemingly much heavier than its French rival--and such Soviet aircraft as the 
MiG-21, MiG-23, MiG-25, Tupolev, Sukhoi, and Backfire. 


The French Air Force has to date ordered 48 Mirage 2000's. This year it is 
expected to order an additional 24. Its requirements from now until 1990 

are reportedly less than 109 aircraft. Yet before the end of the century it 
could acquire 350-400 Mirage 2000's. With export sales--currently 300 
1ircraft--nearly 1,000 Mirage 2000's are expected to be built between now and 
the vear 2000. 
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A gold mine? The current price of a Mirage 2000 ranges from 100 to 150 
million francs, depending on its weapon system, spare parts, and other 
optional equipment and services. But this price must also be compared with 
the cost of the entire program. The air force estimates that the Mirage 2000 
program will cost some 60 billion francs over a 30-year period. However, only 
one-tenth of that amount has been spent to date. 


Nuclear Submarine: Broad Requirement for Innovation 


The seventh missile-launching nuclear submarine the government has decided to 
build will be the first of the third-generation nuclear-powered submarines. 
It will be commissioned in 1994. 


Completely redesigned, this newest deterrent-force submarine will demand an 
undoubtedly unparalleled creative effort by industry. 


Marc Menez, an armament engineer-general and head of the engineering department 
in the Technical Directorate for Naval Architecture and Marine Engineering 
(DTCN) outlined this task as follows: "Most of the auxiliary equipment such 

as the pumps and compressors currently employed in our submarines will have to 
be restudied, in other words, redesigned or improved, or even completely 
replaced by equipment utilizing new technologies." Actually, the navy is 
really asking industry to come to its rescue in developing and building this 
new submarine! Because the moment it is launched, the seventh submarine will 
nave to reflect prevailing turn-of-the-century techniques and technologies. 

In other words, the customer is expecting its suppliers to anticipate somewhat. 
This year's budget includes 100 million francs in program obligational 
authority for development of this submarine. 


The navy is counting on advances in three major areas. First of all in 
concealment through noise reduction, then in maintainability and reliability, 
and lastly in habitability or on-board living conditions. This submarine must 
be capable of diving deeper--need for stronger hull--and running more 

quietly, while being able to remain deeply submerged for longer periods. 


Concealment 


For industry, this means doing its utmost to counter ail noise and vibrations 
generated by the submarine's machinery, instruments, and equipment. The 
problem is one of eliminating vibrations and not of soundproofing the vessel. 
Thus the electric motors which actuate all the valves must be redesigned. 

The same applies to centrifugal pumps, gas turbines, certain servocontrols and 
other hydraulic systems. 


"We hope,'’ said Marc Menez, "that the manufacturers concerned, like Rateau and 
Pompes Cuinard, are motivated by these problems. Even though this market is 
limited, it is altogether possible that these advances may also find civilian 
ipplications and markets. Hence this is one field in which private industry 
has to be highly innovative. Otherwise the navy will not hesitate to 

conduct the necessary research and development itself, even if this then 
entails dismissing a manufacturer. 


178 








The obvious corollary of concealment is cetection. Advances are also desired 
in this field. According to Marc Menez: “If we acknowledge the absolute 
necessity of not being detected and localized when submerged, it is just as 
evident that the new submarine will have to be equipped with listening 
devices that are vastly superior to those in existence today. Such sensor 
Systems may be planted on the ocean floor or tethered to buoys, or else 
carried aboard the submarine or also on surface ships. These systems called 
hydrophones are destined to undergo revolutionary changes between now and the 
end of the century. 


Maintainability and Reliability 


The goal here is to have the submarine spend a greater proportion of its time 
at sea than present submarines do. In fact, the navy wants a reduced 
frequency of equipment failure or--what amounts to the same thing--equipment 
that is easier to maintain. "Submarines currently spend two-thirds of their 
time at sea. This percentage is what must be increased," according to Marc 
Menez. “Likewise, manufacturers should better design their equipment so as 
to make it more accessible and simpler to repair, while still respecting the 
constraints inherent in the submarine's compactness and harsh environmental 
conditions: heat, saltwater, humidity, and even military shocks. Admittedly, 
electronic equipment is already able to free itself of these constraints. 

But enormous progress has to be made to achieve similar results with 
mechanical equipment." 


Habitability 


[If all of the aforementioned imperative requirements are met, they are liable 
to be negated completely unless the crew's living conditions, and hence its 
stamina, are improved. For this reason, a special study wi’! have to be made 
on this subject also. It is, therefore, a matter of having co fight against 
iav loss of space for the crew. The solution could be found by reducing the 
size of the crew. At the present time, the first-generation 2nd 
second-generation nuclear submarines have a complement of 135 and 127 men 
respectively. As for the new submarine, its crew should not be more than 

LOO men! 


Consequently there must be increased automation. Thus the present trend is 
toward a submarine whose fire control systems require a reduced number of 
operators. Similarly, tasks demanding very rapid reaction and execution, 

uch as detection of fires and monitoring, will no doubt have to be 

‘utomated. Lastly, to be able to dive to very great depths, it will be 
necessary to develop new special kinds of steel capable of withstanding higher 
stress. In short, the goal is to build a more resistant submarine without 
increasing its structural weight. Composite materials are likely to be used, 
especially in the upper part of the submarine. 








Volume of Business by Leading French Firms 
(in millions of francs and excluding taxes) 














Employees 
Total Military on military 

Firms volume contracts contracts 
Aeronautical 
Aerospatiale 9,503 6,181 21,100 
Dassault-Breguet 5,697 5,165 12,900 
Snecma 2,291 1,802 7,700 
Turbomeca 939 438 3,400 
SEP 923 484 1,500 
Aeronautical Industrial 

Plants 29 3% 293% 2,800 
Matra 1,794 1,047 3,000 
Army Materiel 
Manurhin (controlled 

by Matra) 638 470 2,300 
Luchatre 904 290 1,300 
Thomson-Brandt 4,021 473 1,300 
Panhard 569 569 600 
Industrial Group for 

Land-Based Armament 3, 386% 3, 343% 1,700 
Naval Materiel 
Normandy Mechanical 

Engineering Co. 621 621 800 
Naval Shipyards 4,979* 4,602* 28 ,000 
Electronics 
Thomson-CSF 6,007 2,853 15,000 
Serge Dassault Electronics 727 624 1,900 
Propellants 
National Propellants 

and Explosives Co. 981 651 3,800 


*Vo,ume of business includes all taxes. 


[These estimates (in millions of francs) are based on the latest comparative 
statistics for 1977 and data published in October 1979 by the National 
Assembly's Finance Committee. 
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French Arms Exports For 1980 
(in billions of francs exluding taxes) 


Exports as 
percent of 








Volume of Arms volume of 
Categories business exports business 
French arms output 58.7 23.4 40 
Aerospace industry 35.2 14.7 42 
Aviation equipment 7.5 3.2 43 
"Professional" electronics 16.3 6.5 40 


Arms export orders for 1980 reached 37.3 billion francs. Orders for the first 
half of 1981 totaled an estimated 20 billion francs. 


Source: Volume 1, proposed 1982 budget. 
Interview with Armament Representative 
Paris L'USINE NOUVELLE in French 4 Mar 82 pp 70-72 


[Interview with Jean Martre, governmental delegate-general for armament, by 
Antoine Thiboumery and Alain Pauche; date and place not given] 


'Text] Jean Martre, 54, a graduate of the Ecole 
Polytechnique and an armament engineer-general, has been 
delegate-general for armament since 1 March 1977. Before 
that--1974-1977--he served as assistant to the ministerial 
delegate for armament, Jean-Laurens Delpech. In this 
exclusive interview, Martre discusses the future of 
defense production programs. As overseer of the 
government's arsenals and shipyards, he outlines their 
future role. 


[Question] French industry is currently concerned about the decline in 
defense contracts. Can you reassure our industry? 


[Answer] You imply that there has been a reduction in our defense effort! 

[ must say I personally have not perceived that recession. In 1977, the 
defense share of the gross domestic product was exactly 3.54 percent. Today, 
it is 3.9 percent. This year's defense budget includes a growth of 
approximately 17 percent. Nor should you exaggerate the influence of our 
activities on industry in general. Their imoact is approximately 5 percent. 
Although significant, such influence is not determinative. Correlatively, 
manufacturers have assumed their responsibilities by agreeing to finance a 
large part of research and development with their own funds. Industry's share 
of R & D funding was 20 percent in 1973. It has now risen to 40 percent. 
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[Question] Nevertheless, industry cannot alone provide for its needs. 
Especially since competition is becoming increasingly sharp. Don't you think 
industry has sound reasons for requesting additional aid? 


[Answer] I would prefer not to talk in terms of aid, but rather in terms of 
a partnership between industry and government. For their part, manufacturers 
contribute their creativity, their capacities, their financing, because they 
do have financing capabilities. This means that financing is sometimes 
mainly by industry, at other times mainly by the government. Frequently, 
however, financing is shared jointly by industry and government. 


[Question] Much has been said about productivity. Do you believe that defense 
industries will be able to create new jobs in the coming years? 


[Answer] My primary mission is to ensure development and production of the 
materiel our armed forces need. My secondary mission is to manage and expand 
an industrial organization employing about 50,000 persons. But we also 

actuate the rest of the defense industries which have a combined employee force 


of approximately 300,000 persons in France, including the aforementioned 
50,000. 


[Question] To what extent is this industrial capacity being modernized? 


[Answer] The capital investment program we shall initiate in 1982 covers 2./ 
billion francs in total obligational authority. About half of this authority 
is for such state-controlled installations as test or evaluation centers 
which require rather sophisticated equipment. The remainder, 1.3 billion 
frances, will be for the modernization of industrial facilities. 


Specifically, the lattez sum is allocated for complete renovation of the 
Cherbourg shipyard and the Bourges industrial plant. In 1982, we are also 
going to begin construction at Le Vandreuil of an annex to the Paris 
ship-testing tank facility. 


[n addition, very large sums will be allocated to a major program designed to 
restore suitably high standards of personnel safety and environmental 
protection throughout all facilities. 


As for modernization of our industrial machinery, in 1982 we plan to purchase 
300-500 machines at a total cost of about 200 million francs. One-third of 
these will be numerical control machines. We currently have approximately 
300 numerical control machines--valued at 450 million francs--in our 


facilities. 


We are also going to introduce new production methods based on "flexible 
workshops." The first such shop will be installed at Bourges for the 
manufacture of gaskets. Before establishing others in arsenals and shipyards, 


we she’l have to study the results obtained at Bourges. We are also giving 
some ‘lought to using robots for such tasks as continuous welding, laser 
welding, and cutting, stamping, or punching. Lastiy, we are going to allocate 


40 million franes this year to energy conservation: a considerable sum, 
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As for personnel, we intend to recruit about 500 engineers and technicians 
in 1982. Not to mention the program for giving permanent civil service 
status to some 2,900 temporary employees in the DGA [General Directorate for 
Armament]. Another program is underway within the armed forces, a program 
to implement the instructions we received from the government ordering us to 
nire some 500 persons working at present for subcontracting firms. 


[Question] Does this mean that in the coming years we can expect arsenals and 
shipyards to expand instead of declining? 


[Answer] Their industrial capacity will unquestionably increase. 


[Question] Since 1 December, your staff has been reviewing a French-German 
proposal for an antitank helicopter. Do you consider this proposal 
attractive? 


[Answer] Some 2 years ago, we noted a very great similarity between the 
Germain program and the French program. Thus an agreement on preliminary 
studies was then signed by our two governments. The conventional process 
brought us to an impasse. Actually the desired technical characteristics 
were incompatible with what we wanted to spend on this project. We then 
decided to turn the project directly over to the industrial firms in both 
countries. They did an excellent job. The joint proposal they submitted 
to us is not a military project but an industrial and commercial project 
establishing the bases for a family of helicopters from which an antitank 
helicopter can no doubt be drawn for the French and German armies. It is an 
intelligent and reasonable proposal. I sincerely would like to see this 
program succeed. 


[Question] When will you officially render your decision on this proposal? 


\Answer] I think a reasonable target date is the end of June, but I don't 
know whether we will be able to meet it. 


[Question] What industrial arrangements have been recommended to you? 


[Answer] There is to be a balanced sharing of the program between both 
countries. From the industrial standpoint as well as the cost standpoint, 
The engine, airframe, and weapon system will be produced jointly. There will 
probably be two assembly lines, in France and in Germany. The engine will 

|. kewise be assembled on both sides of the Rhine. 


[Question] What is the current status of French-German cooperation on the 
ank of the future? 


|Answer] We have reached a draft governmental agreement establishing the basis 
for continuation of that program. French authorities have approved this 

draft agreement. It is now being examined by the German authorities. We are 
waiting their decision. 
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[Question] Can we simultaneously build both a helicopter and a tank with the 
Germans? 


[Answer] Yes. That's what we wish to do. 
[Question] How much longer can we wait? 


[Answer] Everything will depend on the German reply. The French Army needs a 
tank by 1991. Consequently, production of a new tank will be scheduled so 
that the army can have it by that time. Personally, I hope we do it with 
Germany. 


[Question] The other major program is the seventh nuclear submarine. It will 
not be commissioned until 1994. Don't you feel that 1994 is too late? Or 
don't you think we should rather focus our efforts upon a generation that is 
less sophisticated, incorporating less new technologies? 


[Answer] We were directed to submit several proposals to the government. 

The one approved by the President of the Republic calls for construction of a 
seventh missile-launching nuclear submarine whose commissioning in 1994 will 
coincide with a new generation superior to the previous one. Producing a new 
generation of submarines demands that we give ourselves enough time. This 
effort is possible, but it means that our industrial contractors are going to 
have to outdo themselves! 


[Question] Let's talk about the Mirage 2000. Egypt recently ordered Mirage 
2000's from France. What is the current status of export sales? 


[Answer] The Mirage 2000 is not one aircraft but a family of aircraft 
associated with a family of weapon systems. The effort put forth by the 
airframe builder, the missile manufacturer, and the electronics contractor 
is exceptional. 


In the opinion of all international experts, the Mirag« 2000, with its delta 
wing and fly-by-wire controls, is a design concept with a future, especially 
since there is now talk of remodeling the American F-16. The French Air 
Force plans to procure several versions of the Mirage 2000. Three have 
already been defined: a multi-role version equipped with an RDM [multi- 
function doppler radar], an air defense version with an RDI [pulse-doppler 


radar], and a low-altitude penetration version with another radar, the 
Antilope 5, which will also have a special high-performance role. The French 
Air Force has a requirement for 350-400 Mirage 2000's. 


As for its export sales, many countries are interested in this aircraft 
because of its innovative character. But we have very tight competition, 
notably from the United States. Some 10 years from now we will really be 
ible to answer your question. 


[Question] And what about the Mirage 4000? 
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[Answer] The air force chose the Mirage 2000! In fact, the cost-effectiveness 


study led to the choice of a single-engine aircraft, and in this particular 
case, the 2000. 


Development of the 4000 has not begun. The fact that the builder has a 
prototype does not mean he has developed a new aircraft! Thus the 4000 still 
has to be developed and industrialized. Its various versions and their 


weapon systems have to be defined. All of this will take a great deal of 
money. 


[Question] Unless Saudi Arabia or some other country decides to contribute to 
its development. 


[Answer] No, because the 4000 has the same technology as the 2000. You must 
not believe that the 2000's successor is the 4000. 


804] 
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MILITARY GREECE 


COMMENTS ON KAPETOS RESIGNATION REPORTED 
Previous Disagreements 
Athens ELEVTHEROTYPIA in Greek 20 Mar 82 p 16 


/Article by Sp. Karatzaferis: "Disagreement Over Promotions Yesterday Between 
Nrosogiannis and Kapetos"/ 


/Athens/ A disagreement and serious incident occured yesterday morning between 
Deputy Minister of National Defense An. Drosogiannis and Mr Odys. Kapetos, 
chief of the GEN /Naval General Staff/. The two officials disagreed over the 
issue of assignment of high-ranking officers, and Mr Kapetos submitted his 
resignation but finally was convinced by Prime Minister and Minister of 
National Defense Andreas Papandreou to remain in his position. 


[his is the second time in 20 days that the navy chief has submitted his 
resignation. The first time he did so was after the incident with Rear Admiral 
N. Pappas, then GEN deputy chief. He withdrew his resignation on the interven- 
tion of the prime minister, and Rear Admiral Pappas was assigned to the 
position of director of naval training. 


[he day before yesterday, the ANS /Supreme Naval Council/, under the 
chairmanship of Mr Kapetos, made the assignments of the newly-promoted 
commodores, with which Deputy Minister Drosogiannis disagreed, as he had a 
right to do under Law 1/74 which stipulates that assignments of high-ranking 
officers are the responsibility of the government. 


More specifically, Mr Drosogiannis disagreed with the GEN chief because the 
latter refused to assign Commodore L. Vasilakopoulos as director of the 
transfer division, considered to be a very sensitive post. Commodere 
Vasilakopoulos had been expelled from the navy by the junta and had been 
tortured and seritenced to 5 years imprisonment. 


Yesterday morning, the deputy minister called in the navy chief, informed him 
of the government's difference of opinion, and called on him to obey its 
orders. Mr Kapetos refused and then Mr Drosogiannis reminded him of the 
specifie law, and with a sharp look told him that he had to obey his minister. 
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sequently, the navy chief submitted his resignation to Prime Minister 
Papandreou who finally convinced him to withdraw it. 


According to information available, the assignments will take place on the 
basis of the government's wishes, as determined by the specific law, and if 
Mr Kapetos does not then agree, his resignation would be accepted. 


Stress on Discipline 
Athens ELEVTHEROTYPIA in Greek 23 Mar 82 p l 


/Editorial: "The Kapetos Issue''/ 
‘Text/ The prime minister's decision to accept the resignation of Mr Kapetos, 
navy chief, was a political message directed to all fronts. A message that 
must be studied carefully by all officers and by all those who may try to 
exploit this situation. 


The political authority, the government elected by the people, is the only one 
that has the political will and right to make selections in the armed forces. 

And all those who have chosen a military career must obey the representatives 

of the people. 


Just as a general requires blind obedience from a colonel, just as a colonel 
requires a major to carry out his orders without having them...negotiated, 
so must generals and admirals carry out the orders of the government. 


All must once and for all understand this. Military intrigues in the armed 
forces must not be tolerated. All those who have forgotten that they swore 
to obey the lawful political leadership of the country should go home. 


The time has definitely passed when promotions and assignments in the armed 
forces were cooked up in the backroom or with the tolerance of the government, 
sometimes by the "allied factor," and sometimes by the court of the supreme 
ruler. 


(The government, the prime minister and minister of national defense himself 
revealed on three separate occasions their good intentions toward Mr Kapetos 
as they revealed that they honor and care for the armed forces. From then 

on, however, the principle of "three times is enough, and then the mother's 
whip'' comes in. The country needs a military that is disciplined and obedient. 
In all its ranks. And it will have such a military. 
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Pappas’ Surprise 


Athens TA NEA in Greek 24 Mar 82 p 8 


/Text/ Only a few hours before the signing of the presidential decree, Nikolaos 
Pappas was informed about his promotion to vice admiral and --more important-- 
his assignment to the position of chief of the GEN. Openly moved by this event, 
Vice Admiral Pappas did not hide his surprise. 


He told his close associates, "Sincerely, that was something I was not 
expecting." 


At nearly the same time that he was being informed about his promotion and 
his assignment as GEN chief, he was being informed on his secret telephone 
line that he was being invited to see Prime Minister and Minister of 
National Defense Andreas Papandreou at noon. Attending this meeting would 
also be newly-promoted high-ranking navy officers. 


In a very solemn manner, Mr Pappas' a. e informed the new GEN chief that he 
had to go to the presidential office building in the dress uniform of a 
vice admiral, i.e. with one more stripe. "Sounds like you are right," 

Mr Pappas told his aide. We do not know what transpired in the meantime, 
but we do know that Mr Pappas went to the presidential office building in 
the new uniform of chief. 


The new navy chief was born in 1930 in Kymi, Evvoia, the son of a merchant 
marine captain. Mr Pappas "embarked" on the same ship his father worked on, 
but very soon he left the merchant marine and turned to the navy. In 1952, 

he graduated from the officer candidate school and was commissioned an ensign. 
He subsequently was commander of minesweepers and many destroyers. He is 
married and has two sons, 22 and 19 years of age. The eldest is a navy ensign 
and no one thinks that he will have any "favorable treatment" from his father. 


And one coincidence: Mr Thanasis Gkiokezas, who was promoted to vice admiral 

and assigned as fleet commander, was a classmate of the new GEN chief. They are 
close friends but with "common struggles." Mr Gkiokezas was --as was Mr Pappas-- 
one of the chief instigators of the 1973 navy movement against the junta. 


5671 
CSO: 4621/267 


188 














MILTTARY GREECE 


ARMY, NAVY RETIREMENTS, APPOINTMENTS LISTED 
Arny Retirements 


Athens I KATHIMERINI in Greek 19 Mar 82 ppl, 3 
/Text/ Following a decision of the Supreme Military Council, an impressive 
number of high-ranking officers (although not much different from past years) 
were retired on the occasion of this year's annual personal performance 
evaluations. 


’ 


Specifically, 124 colonels were retired "for having honorably completed their 
service." Also retired on their own accord (with the rank they now have) were 
six major generals and two brigadier generals. 


The impressive number of officers retired is due -- according to an explanation 
offered by the ministry of national defense-- to the need for decreasing the 
number of personnel in the army ground forces where, according to the same 
source, there is a large surplus, especially in the ranks of lieutenant colonel 
and major. 


The Supreme Military Council promoted by selection the following brigadier 
generals to major general: P. Pothos,N. Kolombis, E. Agapakis, M. Perimenis 
and D. Limniatis (Infantry) and Ailamakis (Artillery.) 


All the relative presidential decrees were signed yesterday by President 
Karamanlis and will now be forwarded to the Government Gazette for publication. 


The following brigadier generals of various arms and corps are retired with 
the rank of major general: 


A. Xiros, I. Verykakis, I. Sgourgos (Infantry); F. Anagnostopoulos, Th. Potteas, 
G. Zafeiropoulos (Artillery); V. Khomatas (Engineers); K. Papaioannou 
(Communications); G. Giavas (Technical); and Kh. Spyropoulos, D. Anagnostopoulos, 
[. Bekiaris, P. Karamanolis, Kh. Katsavokhristos, N. Marangakis and 

S. Papagrigoriou (Corps.) 
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Also promoted by seniority and retired are the following colonels: 


Dion. Petrokheilos, Mikh. Papafilakis, Al. Kamberogiannis, I. Papaioannou, 

Vv. Karlis, I. Daskalakis, Ap. Papanikolaou, Evang. Alvertos, Nik. Mermingas, 

G. Koutsias, I. Zafeiropoulos, Sp. Theodorakis, F. Karoumbalis, Pan. Politopoulos, 
kK. Kostakis, Mikh. Giannisis, K. Nikolaou, N. Mikas, Styl. Mathioulakis, 

). Stavrakakis, Sp. Fanariotis, Khr. Kalpalkas, Khr. Vangeliotis, Il. Kranias, 

'. Theodosiou, Pan. Xiros, N. Malios, Mikh. Anemodouras, St. Kazias-Filotas, 

N. Adamopoulos, I. Spanos, I. Kefalas, St. Kapellos, Sp. Kondylis, 

I. Giannakopoulos, Nik. Manousos, Lyk. Komninos, G. Damilakos, Paskh. Roris, 

K. Giannopoulos, G. Kladogenis, Dim. Tsilalis, G. Markakis, Ath. Kouvalis, 

Ap. Sofotasios, Sp. Kokotas, Evr. Triandafyllidis, St. Karamitros, Evst. Sioulis, 
Evr. Papadopoulos, Pan. Karagiannis, Sp. Loukas, Dion. Leivadas, Ap. Tzouvalas, 
kK. Toannidis, Dionys. Papasimakopoulos, lI. Tsioulas, N. Kokkinos, Al. Soulakos, 
Al. Iatridis, Th. Kouzigiannis, Leon. Kallikourdas, Khr. Kitis, Il. Papadopoulos, 
K. Skourmas, St. Kamboukos, G. Manolopoulos, Or. Marinakis, Ath. Storumas, 

Aim. Makridis, Khr. Karanasios, Th. Anagnostopoulos, K. Louras, Khr. Kotsakis, 

P. Konstandinou, P. Athanasopoulos, I1. Ergatis, An. Iliopoulos, Dim. Gountrou- 
manis, Per. Souflis, Per.-Dim. Mylonakos, N. Moukhtaris, G. Papandropoulos, 
Evth.Tsokas, F. Zouzaneas, N. Skourtzoumbakis, N. Kalogerakis, Khr. Risvas, 

D0. Douvris, Vas. Giannaros, Pan. Zisis, Mikh. Sartzetis, Styl. Nanas, 

L. Karatzias, P. Petropoulos, G. Vagiatis, lak. Dimopoulos, I. Zorbas, 

Stil. Khoraitis, And.-Kharil. Thomakos, Aim. Konstandinidis, Th. Platakos, 

[. Langonakis, D. Prembtis, G. Stamatis, D. Tousimis, N. Siminas, D. Voutsas, 

Al. Sandris, N. Papanikandros, Vas. Rengouzas, Th. Papadimitriou, 

P. Kremydiotis, Vl. Papadopoulos, N. Korblikakos, K. Kaklas, G. Pappas, 

P. Zakharopoulos, G. Roussis, D. Drakalias, Vas. Patsis, G. Avramopoulos and 
Thom. Lekakos. 


Finally, the following major generals are retired on their own accord and with 
the rank they presently have: I. Papanagiotou, A. Orfanoudakis, V. Bitzios, 

D. Siniadis, D. Sasonis and I. Tasios. Also, the following brigadier generals: 
[, Kalligeris and P, Zakharas. The following brigadier generals are promoted 

to major general and are retired: S. Drakos, P. Parisios, E. Floros and 

V. Gatsis (Infantry); D. Adamos, An. Fousoukas, E. Frangioudakis, P. Karamalakos 
(Artillery); V. Theodoroulos (Communications); and K. Voutsinas (Engineers. ) 


Navy Changes 


Athens EXORMISIS TIS KYRIAKIS in Greek 21-22 Mar 82 p 12 


/Text/ The Supreme Naval Council met under the chairmanship of Vice Admiral 

Odys. Kapetos, GEN /Naval General Staff/ chief, and promoted by selection 

the following captains to the rank of commodore to fill existing vacant positions: 
G. Zorbas, A. Triandafylidis, V. Alexandropoulos, 5S. Mikhail, L. Vasilakopoulos, 
A. Theokharis, D. Lismanis, Z. Marangoudakis, N. Gkamaletsos, M. Khatzakis, 

S. Rallis, G. Angelopoulos, A. Sotiriou, P. Sambanis, and D. Stroumbounis. 


The council also promoted the following captains to the rank of commodore and 
retired them for having honorably completed their service: G. Karras 
and G. Papandreou 
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MILITARY GREECE 


EAV SITUATION REVEIWED, JUDGED UNSATISFACTORY 
Dependence on U. S. 

Athens TA NEA in Greek 5 Feb 82 pp 8-9 

[Article by Vasilis Kavvathas] 


[Excerpts] On 4 February 1977, the plant of the Greek Aircraft Industry (EAV) 
was established in Tanagra--by the then premier and current resident of the 
Republic, K. Karamanlis. 


It was an “objective of many years of deliberations and studies"--as the statement 
reads in the informational pamphlets--which was realized by Law 43/75, with this 
action satisfying a "national need of supreme importance." At that time the 
officials said--and the successive authorities have reiterated this--that "among 
other things we are aiming at the manufacturing of a super-modern aircraft for 

our military air force." 


"We have gone far beyond the deadlines (set for the end of 1980) which they 
had established," say representatives of the workers at the EAV to TA NEA, "and 
still we have not seen any airplane...." 


A few Gays after the Change, two professors from the University of Patrai--D. 
Papanikas and Andr. Filippou--"were conscripted” by the premier and minister of 
national defense, Andr. Papandreou, to take over the posts of presiuent and 
vice president, respectively, of the Greek Aircraft Industry. 


They went to the offices in the facilities of the EAV, and as they acknowledged 
to their own people, at a certain point they felt "like castaways on a desert 
island, alone and helpless." 


They tried to find the chief official of the company-~Ias. Stratos, the brother 
of the New Democracy minister--and were informed that "in the aftermath of the 

elections, he abandoned his post and went abroad," refusing to personally turn over 
the EAV to his successors or to give them a relevant briefing. 


The two professors "took charge" by themselves of the colossal facilities and 


offices -the property of the State, of the Greek citizens--and took the initiative 
to get closely acquainted with the personnel. 
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One day they called together the 3,300 workers and told them "plainly" about the 
objectives of the government of Change. "It was stressed"--said the president 

of the company, Papanikas--"many times by the premier and minister of national 
defense, Andreas Papandreou, and by Deputy Minister G. Petsos that the strength- 
ening of the military industry constitutes a chief focus of our country's defense 
and economic policy." 


Mr Papanikas also "called to mind" that "our employer is the Greek State, and by 
sxtension the people themselves," and that the requisite effort and struggle "is 
wn behalf of the public and nation, both for the administration and for the 
personnel." 


At the same time, he posed as an initial objective a reexamination of the question 
of workers who have been discharged for reasons of union activity by the previous 
administration, and their rehiring by the company. 


Complete Dependence on the United States 


Some 100 days after the Change, TA NEA entered upon a study of the governmental 
colossus which is called the EAV. It began with the lower-ranking personnel and 
ended up with the new administration, which said to us without beating about the 
bush: 


"Pollowing the basic briefing which was given to it, the new leadership of this 
corporation perceives with disappointment a lack of objectives and directions.... 


"Tt is from this starting point that we are beginning to elaborate the long-range 
program of company pclicy...." 


They are setting out with the "favorable wind of Change," as they say. 


But what exactly did they "inherit" from the previous administration--the previous 
status quo? 


The reply given by the two top figures of the EAV to TA NEA's question relative 

to this was that they are not yet in a position to describe the complex structure-- 
the complicated nature--of this "inheritance," except in general outlines. They 
cpoke about agreements with American companies, investments, orders, programs, 

and rivalries. 


\ll these things can be "abstract concepts" unless one explores them in depth-- 

nd finds their roots. Let us just point out thet questions of enormous dimensions 
are associated with each factor which is mentioned here--questions related to 

the nation, the alliance, our economy, and our society. 


‘or example: 


rhe EAV--the Greek State, the Greek taxpayer--is paying to the sinful "Lockheed" 
company the sum of 500 mi‘lion drachmas per year for the salaries of its personnel 
which is employed at the k.\V corporation in accordance with the initial agreement. 


This personnel, which does not exceed 100 persons (!), is employed in top technical 
oositions in the company, enjoying privileges--special treatment--which the rest 
the EAV's omployees feel as an affront. 
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The people in question are foreign veterans. A large percentage of them are 
Americans (many of whom before coming to Greece had tendered their services to 
the Saigon regime in Vietnam and to that of the shah of Iran), and they are 
collecting astronomical sums for the "services" which they are providing. 


Some are being paid at the rate of 300,000-1,000,000 drachmas per month, besides 
the fact that they have secured housing (very expensive, in the better suburbs of 
Athens), transportation (by limousines)--and in general conditions of neo-colonial- 
ists. 


(Note: According to the agreement between Lockheed and the EAV, these people will 
be employed and will be paid salaries until 1991). 


Beyond these things--which are accompanied by a number of other affronts to the 
rest of the EAV personnel--there are interlinked factors which make the American 
presence dominant and determinative for the fate of the EAV! 


It is enough to note that almost nothing is done in this corporation vithout 
American attitudes--and of course American interests--interposing themselves. 
A percentage of 90 percent of the EAV's technoloyy relies on the United States. 


In plain words, as stated to us by representatives of the workers: 


The Americans--the officers of Lockheed--have taken care to "bind" this company 
exclusively to "sources" in the United States, within the framework of the arrange- 
ments they have made. They have issued--for example--catalogues of spare parts 
with addresses only of American companies. Thus, any technician-employee who 

wants to procure something quickly and conveniently needs only to open up the 
American catalogues. (Note: For a certain screw--it is being said here--a sum 

of about 6,000 drachmas was spent, whereas its true value, elsewhere, cannot be 
more than 600 drachmas). 


The American interests are supported by Greek-Americans who are working in this 
corporation and by retired Greek officers who have been educated in the United 
States and more specifically in American technology. Which means--simply--that: 
They are making use of those things which they are familiar with. 


Of course, this situation was encouraged by the reactionary attitude of the previous 
administration, which was associated in a variety of ways with American figures. 


(Note: In the 1980-1981 period, this same administration fired union leaders and 
hired hundreds of people strictly for reasons of favoritism. We will present below 
in detail some revelatory information about these people). 


Before the Elections: 500 People Hired 

The leadership which fired union leaders--and which also stuck up on the walls 
announcements of a sort which "fawned upon" and served the interests of the 
Americans--transformed Tanagra into its own fief and prior to the elections set up 


an apparatus for hiring those likely to vote the "right way." 


Specifically: 
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Some 300-500 persons were "put on the payroll" at the EAV in posts which had 
ao workloads which could justify their being hired. 


"It is quite clear," say the workers, "that these people entered the EAV in 
fulfillment of an act of favoritism, in order to ensure a vote"! 


This practice began with the founding of the company, which under the authority 
| I. Stratos used to choose personnel by criteria which were purely poiitical 
(graft). 


"In the company a vote-counting circle was in operation," say the representatives 
of the workers (union leaders), “based on the records of deputies, for ministers 
of the governments of the Right." Of course, priorities were accorded to "those 
people" of the president and his brother who--as emerges also from their curricula 
yvitae--come from Aitoloakarnania (the specific birthplace of these two men). 


(Note: The position of the present administration--at least as expressed in its 
discussions with representatives of the workers--is that "nobody will be fired" 
of those people hired "prior to the elections" by the brothers Stratos). 


In order to form a clearer picture of the increase in personnel at the EAV, it is 
enough to mention that in January 1981 there were 2,500 persons, and today there 


are more than 3,300. 


Among these are 100 retired officers (certain of them are skilled technicians-- 
and others have been taken out of active service and placed in administrative 


positions). 


Of course, they are being paid by two different agencies of the State. 


Aside from these people: 


There is an "army" of veterans (officers) who are "mixed up" in the sphere of 
rnrocurements of equipment for the armed forces. In certain cases, the same people 
nad been members on procurement boards for the armed forces and then at some point 
were seen to represent companies which equip armies--such as "McDonnell" or 


"Dassault." 


These cases--just inquire into the commissions--involve millions: If, for example, 
Greece decides to buy the Mirage airplane, the "rake-off" for the Dassault 
representative, a retired officer, will exceed 100 million drachmas! 


Cooperation With Olympic Airways 
Here we should mention a case connected with the initial "flight" of the EAV: 


During the negotiations between the Greek government and Lockheed, one of the 
technical advisers for the Americans was Mr (Danis)--who upon the founding of 

the EAV was appointed technical adviser to this company as well. Afterwards he 
also became an officer on the Administrative Council of Olympic Airways, and was 
until recently one of its technical advisers. (The same "Olympic" which operates 
in competition with the EAV. At the same time that both of them are also State 
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enterprises). In the "Danis era," more than $300 million were invested by the 
Americans in the EAV. In its facilities were amassed spare parts worth 3 billion 
drachmas--a large portion of which is still unused! 


Cross-checked information received by TA NEA indicates that: 


The unacceptable situation prevailing in the "relations" between the EAV and 
Olympic Airways is heading towards an end. Negotiations have begun already which 
are aimed at a joint development of programs in the repair sector by these two 
government corporations. 


It is recalled that for a variety of reasons Olympic Airways did not want to be 
a "customer" of the EAV, and it has been sending its airplanes to foreign countries 
for repairs, thus unnecessarily squandering foreign exchange. 


Here, the one subject leads to the other: 


It is becoming clear--from the way things are--that in the international sector of 
aircraft repairs often there is inequitable competition. Because in that area, 
which Greece--the EAV--is trying to break into, the aircraft manufacturing company 
appears in another "guise" and with the "assets" which it has at its disposal it 
clinches the deal! Spare parts, technical instructions, and the training of 
technical personnel are all inseparably linked with the manufacturer of the 
airplane. Thus it may be difficult for Greece to enter into this arena, to operate 
in a neutral fashion, and to "make inroads" in the aeronautical-engineering sector! 


(Note: From all of this we can see one "facet" of the many dependencies which 
the Right has created with respect to our American "ally." Dependencies which 
are the subject of much discussion today). 


As for the prospect of manufacturing our own airplane, this has proved to be so 
unrealistic that one wonders how such statements as the following were made: 


The one made on 15 November 1978 by the then Minister of Defense E. Averof ("In 
2 years we will have built our own airplane...."), and the one by the deputy 
minister, Avramidis, who "saw" on the horizon "super-modern Greek squadrons"!!). 


The present "sober-minded" leaders of the EAV attribute this "optimism" of their 
predecessors to their poor diagnosis of the possibilities and to their shortcomings 
in planning, and they put the matter in its proper perspectives: 


A purely Greek development and manufacturing will come about only provided that 
the EAV improves its present structure and secures investment support. 


Already under development is a process for manufacturing a training airplane for 
the military air force by the E/’ with the help of a foreign company. After this, 
and provided that the precondition which we mentioned exist, it will be possible 
to go ahead also on designing other aeronautical-engineering systems of greater 
complexity. 
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Petsos Interview 
Athens TA NEA in Greek 5 Feb 82 p 9 
[Interview with Deputy Minister of National Defense Giorgos Petsos, by S. Stanotas] 


[Text] "Our chief objective in the sector of the military industry is to convert 
it from a repair-oriented industry which it is today to a manufacturing type, and 
in fact with as little dependence as possible on imported technology. Sometime in 
1982 we will be ready to specify these possibilities with mathematical accuracy. 
At this moment we are at the stage of stocktaking and planning." 


These things were stressed in his interview to TA NEA by Deputy Minister of National 
Defense Giorgos Petsos in connection with our country's military industry and 
the efforts which are being made in this sector. 


The complete text of the interview is as follows: 


TA NEA: In what condition has the PASOK government taken over the military 
industry of the country? 


Answer: Nobody can dispute that the previous government had made a very proper 
beginning in this area. Just as nobody can dispute that it was late, in fact 
extremely late, in getting moving on this, with the result that very valuable time 
was lost. 


In any case, what is important now are the things which will be done from here on 
out. At this time, therefore, it is with particular solicitude, as you will 
appreciate, that we are studying the problems with a single objective: To get 
our industry to go from its present repairing to a manufacturing orientation. 


[A NEA: Do such possibilities exist? 


Answer: Of course they exist, and this is seen in the Greek Aircraft Industry. 
Although at present this company is engaged only in the repair sector, its 
infrastructure has reached such a point that its development into a manufacturing 
ina stry is possible. This is further apparent from the fact that the Greek 
Weapons Industry is already engaging in considerable exporting activity. A third 
industry, Stagier Ellas, has itself tremendous possibilities, provided that a 
proper development policy is implemented. Soon we will be able to specify the 
developmental possibilities with precision. 


The Objectives 
TA NEA: What are the objectives of the government in this sector? 


Answer: Our chief objective is to develop the productivity of the Greek military 
industry to the point where it not only can fully satisfy our needs, but also can 
engage in exporting activities. 


TA NEA: With what you have ascertained up to today about our country's military 
industry, would you be ahle to say that you are satisfied? 
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Answer: When you speak about the military industry you are never able to say 

that you are satisfied. Moreover, the ideal would be for us to meet all our needs 
from domestic production, and nothing of this sort is the case. Therefore, we 
cannot say that we are satisfied. 


Achieving Independence 


TA NFA: Do you believe that it is feasible for our country to achieve independence 
from imported technology? And if you believe something of this sort, by when do 
you think we can reach this independence? 


Answer: The first steps in the development of an industry, especially ina 
country without the relevant tradition, are necessarily tied to the technology 

of foreign countries. However, it is important for this technology to not proceed 
from only one country, because this sor of thing leads to dependence. Many 
sources ensure a relative independence, up to the time when by way of experience 
we have acquired our own technology. 


TA NEA: Has there not been an inconsistency up to now in the sector of the military 
industry? On the one hand, the Ministry of National Defense is giving tokens of 
relying on the Greek industries, and on the other hand our economic policy vis-a- 
vis these industries--as the industrialists themselves are saying--is inhibitory 

to any further investment. What is your position on this? 


Answer: In fact I believe that up to now the Greek industry has not been supported 
and the bulk of it has not been dealt with correctly as a developmental factor. 

But I believe that soon, when all the proclamations by the premier in connection 
with the economy are put into practice, the foundations for a proper development 

of this industry will be established. Until a few months ago the measures here 
were entirely marginal and, of course, they could not support any development. 

At this point I would like to add that besides the sector of the military industry, 
we are also laying the foundations for a more proper and above al. a more rational 
channeling of the revenues of the Ministry of National Defense into salaries and 
wages, into operational expenses, and of course into the buying of military 
equipment. Because up to now, due to the well-known uniqueness of the problem, 

I must confess that much money has been paid...[{rest of line illegible]...planning. 

















Before ending this interview, we should say that Deputy Minister of National 
Defense Georgios Petsos is 35 years old and the first economist to have been 
placed in this post, which has a direct bearing on the finances of the armed 
forces. 


12114 
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DETAILED LIST IF PAPANDREOU TRIPS IN 1982 
Athens I KATHIMERINI in Greek 7-8 Mar 82 p l 


[Text] The premier's especially heavy schedule of official visits for 1982, as 
related to iiternational contacts, was announced yesterday. At the same time, it 
was confirmed that within the year there would be an official visit of Mr. Tikhonov, 
chairman of the Council of Ministers of the Soviet Union in return for the 1979 
visit to Moscow by then premier, Mr. Kon. Karamanlis. 


More specifically, the schedule of official visits--in Athens and abroad--is as 
follows: 


On 18 and 19 March official visit to Athens of the premier of Portugal, Francisco 
Pinto Balsemao. 


On 12 and 13 April official visit to Athens of Leopoldo Calvo Sotelo, premier of 
Spain. 


On 27 and 28 April visit to Athens of Mr. Kilmbi, secretary general of the Arab 
Union. 


Early April. Visit of the West German deputy minister of Foreign Affairs Mr. Korterie 
as well as of a group of American Representatives under Messrs. Mitchell and 


Rostenkowski who are on a visit to Greece, Italy and Austria. 


From 4 to 6 May. Visit of the president of Romania, Nicolae Ceausescu at the invita- 
‘ion of the president of the Republic, Mr. K. Karamanlis. 


\n 6 and 7 May, the premier will attend the spring meeting of NATO. 
From 12 to 14 May, visit of the premier to Algeria. 


From 18 to 20 May. Visit of governor general of Canada at the invitation of the 
president of the Republic. 


During the period of 25 May-5 June the premier will travel on an official visit to 
Beigrade. 


On 31 May three-day visit to Athens of the premier of Zimbabwe, Mr. Robert Mugabe. 
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On 9 and 10 June the premier will participate in the summit meeting of NATO in Bonn. 


FromL5 to 17 June. Visit of the Amir of Kuwait at the invitation of the president 
of the Republic. 


From 22 to 24 June. Visit of the premier to Sofia. 


Other visitis to Athens, at a date to be set later, are those of Danish premier, 
Anker Jorgensen and Indian premier Indira Gandhi. 


Also to be set later are the dates of the official visits of premier, Mr. Papandreou 
to Romania (possibly in October), Austria, Italy, Canada, Cuba, Lybia, and Syria. 


9731 
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GENERAL GREECE 


ISSUE OF RELIGIOUS-CIVIL MARRIAGE SETTLED 

Bill Submitted 
Athens I VRADYNI in Greek 17 Feb 82 ppl, 12 
[Article by Sp. Alexiou] 


[Text] The outcry raisec. by the people has forced the government to retreat on 

the issue of civil marriage: With the bill which was introduced into the Chamber 

of Deputies yesterday by Minister of Justice Alexandris, the two types of marriage-- 
religious and civil--are being recognized as equally valid. 


The government was compeiled to back down from its original position on civil 
marriage, which it wanted to be the "only official marriage," because as the 
minister of justice stated, "on issues such as this, which concern the private 
life of each person, any innovations should be based on the broadest possible 
popular approval." 


Coniession 


For this reason, according to its own confession the government decided to reject 
the recommendations by the women of the "feminist movement" and to introduce civil 
marriage while retaining religious marriage in parallel with this. 


According to this bill, each person can choose what marriage he wants in accordance 
with his convictions, just as was decided by the special synod of the hierarchy. 
The prerequisites for a religious marriage will be settled by the Church. In 
other words, in the future that body will specify the impediments and obstacles 

to a church marriage, independently of those which will be in effect for the 

‘ivil marriage. 


Civil-law Contract 

For the State, marriage is considered to be a contract of civil law, and as for 

matters relating to prerequisites, content, and the manner of dissolution, these 
will be regulated exclusively according to the State's own assessment of social 

needs. 


Even a Fourth Marriage 


In performing the religious wedding, which in the future will be a Church matter, 
-ortain impediments to the marriage will be preserved which will not be recognized 
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in the civil marriage. But this necessarily creates an advantageous situation for 


those who will be getting a civil marriage, hich is unfair in the present case 

for those who will be solemnizing a religious wedding. That is, for the civil 
marriage the following will cease to exist as obstacles: Differences in faith, 

“ho fact of the marriage being a third marriage (it is even possible for the couples 
t> have a fourth), kinship up to the 2nd degree (first cousinship), relationships 
between godfather and godchild, reasons of adultery, the first marriage of the 
clergy, and marriages between the unorthodox and the heterodox. 


The civil marriage will be performed by representatives of the local municipal 
government or by the registrar, with the details of the ceremony to be established 
by presidential decrees, including the charges for such civil marriages. 


Also recognized are civil marriages which have been performed abroad. The 
registration of the marriage, whether religious or civil, with the registrar 

is obligatory within 40 days of the wedding, by way of the submission of a copy 
of the record made by the priest or the mayor. 


Business of the Faithful 


In conclusion, we must say that the religious marriage now remains strictly an 
affair of the faithful and the Church, which must reexamine the entire subject 
with =nother sort of initiative now, inasmuch as it will have to "compete against" 
the advantages which the government is lavishly giving with this bill to those 
who wil! cheose to reject a religious marriage. 


Church Satisfied 
Athens TO VIMA in Greek 18 Feb 82 p ] 
(Article by K. Sakellariou] 


[Excerpts] Early yesterday afternoon, Archbishop Serafeim paid a visit to 
Premier A. Papandreou. In the course of this meeting--at which the legal counsel 
r the premier, Professor G. Kasimatis, and the special legal counsel of the 
Church, G. Lilaios, were present--Mr Serafeim thanked and congratulated A. 
Papandreou on the solution which the government has given on the marriage issue. 
This involves the recognition of civil and religious marriages as being equal 

in force and validity, which means also that the relevant announcements made in 
the past by the government have been adhered to. 


. 
£O 


Subsequently there was a general discussion of the issue of Church property, with 
the Archbishop stressing that since the difficult problem of marriage has been 
solved in such a satisfactory way, a sati.factory solution will be found also to 
the issue of Church property. 


After his meeting with Premier A. Papandreou, Archbishop Serafeim expressed his 
absolute satisfaction with their discussions, adding that the premier is an 
exceptional interlocutor and shows great sensitivity on the issues which concern 
the Church. 


Yesterday evening the archbishop said that the overwhelming majority of the 
member; of the hierarchy agree with the solution which the government has given 
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on the issue of marriage. And he stressed that if certain objections or 
negative reactions manifest themselves, these will be an exception within the 
body of the hierarchy and at the same time will prove once and for all that 

the Church is governed by democratic procedures and that each prelate has the 
absolute freedo- to express his opinion in accordance with the requisite gravity 
and propriety. 


Church-State Issue 
Athens I KATHIMERINI in Greek 18 Feb 82 p 10 
[Article by Spyros Alexiou] 


[Excerpts] The establishment of civil marriage as having the same validity as 
religious marriage was the proper solution. The state understood that it was 

not able to quarrel with the public sentiment--that is, the faith of the people-- 
and despite internal pressures it returned to the initial pronouncement of the 
governnent, made prior to the elections and in its platform. Thus, the desire 

of many ladies and gentlemen to have religious marriage become a museum ceremony, 
belonging to the "gone and forgotten," was not satisfied thanks to the insistent 
refusal of the orthodox Christian congregation which adamantly demonstrated that 
it is determined to struggle for the traditions of the people. 


It is to the credit of Minister of Justice Alexandris that in introducing this 
bill he made an indisputably revealing statement: 


"The government," he said, “believes that in issues such as this, which concern 
the private life of everyone, any innovations must be based on the broadest 
possible popular assent." 


The faith of the people is the chief reason for this success--that is, for the 
fact that the government listened to us much more than to its own agencies, its 
own "bold" commentators and article writers, who want to lure it onto a steam- 
roller course where it will squash and eliminate everything which has any relation 
to religion and tradition. This success is not due to the administration of 

the Church. We are fully aware of what we are saying. It was not the prelates 
who set in motion this opposition, but rather the humble priests along with the 
unselfish faithful. 


The establishment of civil marriage as voluntary and not obligatory mus” not be 
regarded as a victory by the Church over the State, but as a lesson. Only if 

it is judged as a lesson will it have good consequences, but the various Church 
figures should not subsequently begin to exult about it, or it will turn out 

to be to the detriment of the Church. Let us explain this. If anyone deserves 
to pride himself on this outcome, as we said before, it would be the faithful 
people. Rut the people are very modest, and they know that they did not win 
anything. With this civil marriage, they simply lost as little as they could 
manage to lose. Because--let us not deceive ourselves--the concessions which 
the State is making to those who will be picking the marriage of the “vulgarian" 
are so many that surely it will be easy for it to compete against the religious 
marriage. Especially if it will also be much cheaper--then matters will be even 
more difficult. 
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The lesson is important. When the Church has the people on its side, it wins. 

And it has them on its side when it does not provoke them with excesses and 
anachronisms. It has them on its side when it is in the right, when it is not 
acting fanatical. But not when through the official mouth of the prelacy or the 
synod, or through articles written by self-styled canonists, it sends to "hell-fire" 
the faithful who want to follow it: 


At this time, the State is giving the Church a unique opportunity. No matter 
whether this is being done willingly or unintentionally. It is giving the Church 
the opportunity to learn how to fight and win. Now that religious marriage is 

at last the business only of the Church, it must modify certain marriage 
impediments and formulations. Let the Church leaders realize that from here on 
out the Church wedding will not be obligatory. Whoever wants to, or rather whoever 
has faith, will come to the marriage sacrament. But let them not count so much 
on this “whoever has faith," because in our times everything is weakened. Let 
“hem reconsider values and categories. On this latter point, in our opinion 

the Church ought to make a grand gesture and reward the people for their support 
on this. It should say that now all the ceremonies will be performed free. 

All of them, for everybody without any exceptions and even without any voluntary 
gratuities. In this way it will gain much, and the lesson of the civil marriage 
will have had an effect. 


12114 
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GENERAL GREECE 


FIRST PLACE FOR STUDENTS GOING ABROAD 
Athens TO VIMA TIS KYRIAKIS in Greek 14 Feb 82 p 8 
[Article by Maria Rezan] 


[Exerpts] More than 46,000 "saplings" are trying to strike root in foreign 
countries for the sake of obtaining an education. Because the Greek universities 
do not have enough room. These students are costing their parents (and the 
country's foreign-exchange situation) some 10 billion drachmas per academic year. 
And they give to Greece the unhappy title of being the leading country in the 
world in terms of student emigration. 


"Just do not tell this, my son, to your father, or he will scream, but I have 
tucked away for you also a $10 bill at the very bottom of the suitcase, inside 
the heavy stockings (you know, the socks which your uncle Takis gave you). Do 
not be in a hurry to spend it, my darling. One never knows. Some day you may 
be late in getting the foreign-exchange money. Do not make me have this worry 


too eeee 


It all starts more or less like this, at some point, some autumn, for the child 
who takes the path of traveling to a foreign country in pursuit of the trail of 
a knowledge and training which for decades now the State has not been able to 
give him. 


Thus, today there are roughly 46,200 Greek mothers (and an equal number of 
fathers, not to mention brothers and sisters!!) whose "saplings" have been 
uprooted from their natural environment and are trying to "take root" in the 
foreign academic soil of the West or East. 


And one would think that the 50 Greek undergraduate "seedlings" who are studying 
in Czechoslovakia, the 30 in East Germany, and the 3,500 Greek youths in Romania 
(all told, 5,190 students in the East-bloc countries) are today the most "stable" 
of all students of the Greek undergraduate emigration. 


There, in the universities of the East, 10 unexcused absences still mean 
expulsion sometimes. And failure in only one subject means--still--the loss of 
the year. As the father of a woman undergraduate studying petrochemistry at 
Ploesti was to say with great pride to our "This Week" editors: 











"Tn that area at least, my mind is at ease. At this very moment that I am 

talkiny to you, 1 know what class she is attending. And what she will do, hour 
after .our, throughout the day. And as for the night, at 11 o'clock at the latest 
she is supposed to have turned off even the light in her student home." 


However, as for the equivalent school of chemistry in Ferrara, Italy, no Greek 
parent can "have his mind at ease" with respect to the education of his children 
here. From a fear about narcotics? Because of insane parties in the Italian style? 
No. Not always. But these days we have, for example, the woman professor who-- 

in the winter season--is taking a vacation in Yugoslavia. During the appointed 

days of recess for "recuperatione" (the recharging of batteries for the person 


of the consumer society). 
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GENERAL GREECE 


DELEGATES TO ANTI-IMPERIALIST WOMEN'S CONGRESS LISTED 
Athens 0 RIZOSPASTIS in Greek 9 Mar 82 p 3 


[Excerpts] "We were touched by your show of solidarity. ."e were touched by your 
support of our struggle. The day will come when we will invite you to celebrate 
the Woman's International Day in a freed Palestine." With these words late Sunday 
afternoon PLO fighter, Nihaya Mohamet, closed her reply on the second day of tue 
proceedings of the Women's Congress from the countries of the Mediterranean and Red 
Sea, which took place in Panteio. It was a meeting from which there issued a clear 
decision by the women who live in that part of the world, which has been involved 
in local wars for 40 years, to continue and intensify the struggle for peace, as 
emphasized by Evridiki Kondoleondos, representative of the OGE [Federation of Greek 
Women]. The decision was reinforced by the proposal of all the foreign representa- 
tives to conduct similar meetings as well as by the proposal by Sofia Tsimili, 
president of the Pan-Cyprian Federation of Women's Organization to create a permanent 
international secretariat for the study and channeling of the efforts of the women 
who are struggling for peace. 


The Sunday sessions opened with remarks by the representative of the Coordinating 
Committee of the Working Women, Natasha Georgopoulou who spoke on behalf of the 
organizing committee and stressed that the success of the meeting would constitute 
one more obstacle in the plans of the enemies of peace. 


"In Greece the majority of women, independently of political ideologies or other 
convictions, is in agreement that the right to live peacefully is the first right 
which we have the responsibility to ensure. The Greek women are aware that the long 
dependence of our homeland on foreigners engenders dangers. The many bases which 
are located on Greek soil expose our people to the risk of involvement in war and 
will constitute a base of aggression against neighboring friendly countries. There 
is no lack of concrete evidence of such provocative actions occurring against Arab 
count ries with these bases used asa jumping off point. Besides the threat of war though, 
our country by its participation in the military coalition of NATO, is burdened with 
unbearable expenditures in its economy. Expenses of this sort deprive our people 
of basic needs and make difficult the realization of the equal rights for women 
which demands a material foundation in order to become reality. 


The Greek women struggle for our country to become a bridge of peaceful communication 
between the people of Europe, Asia and Africa and this wish of theirs was expressed 
by their vote in the recent elections." 
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Gaby Ghadah, representative of the Women's Union of Syria, who followed, spoke cat- 
egorically, "The problems of women," she emphasized, "cannot be faced separately 
from those of the people in general. The victories of women are part of the victory 
of the people." 


Sofia Tsimili of Cyprus then mounted the podium, to sustained applause, to speak 
about the tragedy of women in Cyprus, about the thousands of ignored people in her 
homeland, about the electronic spying devices installed by the Americans and the 
British on the island, about the Cypriot women who were and are in the forefront 
of the struggle. 


Accompanied by applause, A'ishah of the Progressive Organization of Women of Turkey, 
mounted the podium to bring the demand of her people to live peacefully with the 
neighboring peoples and all the peoples of the world. 


Aster Berhane Selassie of the Revolutionary Organization of Women of Ethiopia followed 
and spoke about the poverty and illness which scourged her people prior to the re- 
volution of 1974. 


"Fight the slayers of freedom and human rights. Fight American imperialism." With 
these words, Kamilah al-Talah, representative of the Lybian women, began her speech. 
She added emphatically, "The Americans, the leaders of international terrorism, have 
no other interest than their lawless interests. Condemn them! Demand that their 
fleet leave the Mediterranean,that the American bases be closed." 


The proceedings of the meeting were observed all day long by Stavros Papakhristou, 

a priest-member of the presidency of the EEDYE [Greek Committee for International 
Détente and Peace] and a member of the Peace Committee of Clergymen and Theologians; 
by Panos Trygazi, secretary general of EEDYE, and by Kostas Seirinidis, representative 
of PEAKVA [no extension available]. 


The afternoon conference began with a speech by Ginette Rizq, representative of the 
Progressive Organization of Egyptian Women who made reference to the struggle of 
Egyptian women for the democratization of their country. 


Zuha Juraydini, representative of the Union for the Rights of Lebanese Women, mounted 
the podium and spoke of the American military bases in her country, of the successes 
of the progressive movement in Lebanon, the murderous attacks of the Israelis, and 
the need for unity of the women of Lebanon in order to avoid the flare-up of another 
war. 


Another Lebanese, Nawal Tarabulsi, of the Democratic Assembly of Lebanese Women, 
spoke of these fascist forces. 


"T am," she said, "a Christian and the fascist falangists burned down my house and 
threw me out of my village, They do the same to those who do not accept their ideol- 
ogy. What they say about fighting to protect a religious minority are lies. They 
want to install a fascist dictatorship in Lebanon." 


During the afternoon session, the representative of the WFDW [World Federation of 
Democratic Women], Veselina Peitseva, expressed the deep concern of the Confederation 
over the deterioration of the international situation. 
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After the afternoon recess, the following individuals spoke: Victoria Papanikolaou, 
representing the Women's Peace Committee of EEDYE, Betty Karianaki of the SEEG 
(Coordinating Committee of Working Women], Maria Kefallinou of the Garment Workers 
Union, Maria Gasouka who reported on the activities of the League of Greek Profes- 
sfonal Women, and Voula Andronaki who reported on the activities of PEME [Progressive 
Union of Greek Mothers], and lastly Anna Theodoulou of the DENG [Democratic Union 

of Young Women] spoke about the situation existing in the news media and the role 
they should play as propaganda vehicles for peace. Sonia Petridou of OGE [Federation 
of Greek Women] emphasized the need for intervention of the feminist movement in the 
solution of the problems which, at present, beset the people of our country. 


The proceedings of the meeting were opened Saturday afternoon with a brief address 
by Mrs. Amalia Fleming, president of the League of Greek Professional Women and the 
greetings of the deputy minister of Social Services, Mrs. Kaklamanaki, who repre- 
sented the government at the opening session of the meeting whose aims reflect 
completely those of the government, as stated by the deputy minister. 


Welcoming to the meeting was extended by the Deputies Maria Damanaki and Sylva Akrita, 
as well as by Mmes. Aiiki Giotopoulou-Marangopoulou, president of the Association 

for the Rights of Women and Frinda Papakhristou, representative of the Union of 
Greek Women. Greetings were also offered by the vice president of EEDYE, Mr. Stavros 
[Liopouols; Veselina Peitseva, representative of the World Federation of Democratic 
Women; and the representatives of the foreign women's organizations who took part 

in the meeting. 
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GENERAL GREECE 


PRESENT GSEE LEADERSHIP NOT ACCEPTABLE TO EUROPEAN TRADE UNIONS 
Athens I VRADYNI in Greek 5 Mar 82 p 14 


[Text] The relations of the Greek labor movement with the International Labor 
Organizations of Europe are virtually quarantined and the appointed leadership of 
the GSEE [Greek General Conferderation of Labor] is isolated despite the efforts it 
made to obtain recognition on an international level. 


This is the general conclusion drawn after the visit of four foreign top leaders of 
the ICFTU and the European Labor Confederation who visited our country in order to 
learn what the present conditions of the Greek labor movement are. 


In the meetings they had with the premier, Mr. A. Papandreou; the minister of Labor, 
Mr. Ap. Kaklamanis; with the minister of Public Works, Mr. Akis Tsokhatzopoulos; the 
appointed leadership of the GSEE and the legitimate leadership of the GSEE, the for- 
eign labor leaders made it known that the confederations they represent cannot: 


Recognize the appointed leadership of the GSEE whose absolute majority is composed 
of individuals belonging to the governing party. 


Ignore the legitimate leadership of the GSEE under Mr. Khr. Karakitsos, who was legal- 
ly elected during the Panhellenic Congress of the GSEE in early October, 1981, which 
election was observed by representatives of foreign unions who found no irregularities 
or illegalities. 


Accept that the imposed leadership of the GSEE be represented abroad, in the inter- 
nationel labor unions, by members who were appointed through the intervention by a 
lowest court. Something of that nature was given to understand to individual con- 
federations whose statutes forbid any intervention whatsoever in the labor movement, 
be it by the government or the courts. 


At the same time the foreign labor leaders were perplexed by the document, sent to 
the international labor confederations written on stationery bearing the GSEE let- 
terheac, and which is neither dated nor bears a reference number and is signed only 
by the "generai secretary" of the court-imposed GSEE, Mr. Ravtopoulos. This document 
is inv: lid because it is not signed by the president of the court-imposed GSEE and 
does nct bear the seals of the GSEE. The document was sent to the foreign labor 
unions and makes reference to the ousting of the legitimate leadership of the GSEE 
and to the appointment of a new GSEE leadership by the court. 
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GENERAL GREECE 


COUNTERFEIT DOLLARS SEIZED 
Athens I VRADYNI in Greek 10 Mar 82 p l 


[Text] Two suitcases containing 20,500 counterfeit 100 dollar bills were brought 
into Greece by a German merchant--and from aJl appearances a leader of a countrfeit 
gang--who was arrested yesterday by agents of the Salonica Security. 


It involves Wivritz-Kurt Vlanzi, 39, who entered Greece recently through Igoumenitsa 
with a luxurious [following words missing] and for a week toured several Greek cities 
before winding up in Salonica. 


The same day with Vlanzi, there arrived in Salonica from Yugoslavia an Italian printer 
Vincenzo Baccegliori, 38, resident of Germany, accompanied by a beautiful unidentified 
German woman of approximately 25 years of age. As soon as the couple arrived in 
Salonica they got in touch with Persi Khasan, 5/7, a resident of Salonica who intended 
to put them in contact with Vlanzi. 


However, the Security was following the movements of Persi and when the agents re- 
ceived information about his contacts with the German leader there began investgations 
from which it was learned that the latter had paid the hotel with a counterfeit 100 
dollar bill. 


The investigation also revealed that the Italian had a counterfeit passport. The 
number of counterfeit bills that were introduced into Greece is not known because 
the leader of the gang had travelled to many Greek cities--Patrai; Athens; Larisa-- 
and neither is the amount he passed known. In any event, the Salonica Security will 
work together with Interpol to investigate all possible connections of the gang. 
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